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COMPANY PRESIDENTS LOOK AT THEIR SUCCESSORS 


Aost as soon as a man settles down 
into his job as company president, he 
begins to think about his successor and 
the kind of a man he hopes the next 
president will be. This article deals with 
the ruminations and reflections of 204 
presidents who have given substantial 
time and thought to the question of suc- 
cession to the top office. 

The participants in the study represent 
a good cross section of American indus- 
try. One hundred ninety-six of them 
are “professional” managers; only six are 
owners, partners, or sons of owners or 
partners. The annual sales volumes of 
their companies—which are located all 
over the country—range from $500,000 
to $750 million, and the number of em- 
ployees from 3 to over 45,000. 

Many of the men who have borne the 
burden of the presidency in the heat of 
the day are acutely aware that the office 
they hold magnifies and limelights any 
personal shortcomings of its occupant. 
Consequently, they scrutinize with a gim- 
let eye all possible shortcomings in the 
men who may succeed them. The follow- 
ing capsulated conversations are typical 
of some of the thoughts that cross many 
presidents’ minds as they look at the 
kinds of men who are candidates for their 
positions: 

The narrowly specialized technical man. 
“Joe (vice president, engineering) is re- 
sponsible for our having the lowest capital 
investment per unit of output in our 
industry. But he can’t get his mind off 


technical matters. He doesn’t see the dif- 
ference between people and things.” 

The empire builder. “Sam has the en- 
during loyalty of every key man in his 
department, but he won't let his men 
mix with their opposite numbers in other 
departments. He insists that all communi- 
cations to and from other departments 
cross his desk. There is an appalling 
duplication of effort. If he became presi- 
dent, I am afraid he would swell up and 
burst.” 

The able but selfish executive. “Sid 
is the brightest man on the payroll. I 
would like to make him assistant to the 
president to understudy me; yet if I did, 
at least two of my best vice presidents 
would quit. They don’t trust his motives, 
and they have reason to believe he is try- 
ing too hard to feather his own nest.” 

The willing work horse. “Our sales 
department runs like a Swiss watch; yet 
Bill hasn't had a new idea on either 
product or service since he took over as 
vice president. His idea of market re- 
search is seeing what the competition is 
doing and then trying to adapt it to our 
use. Men in other departments have had 
to originate most of our new products in 
recent years.” 

The grandstander. “Mac (vice presi- 
dent, advertising and sales promo- 
tion) has made our trade name a house- 
hold word; yet I have to keep a tight 
check on him. He wants more than any- 
thing else to be down front-center in the 
limelight. The president of this company 
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should be a stage manager and see that 
other men get the applause rather than 
try to get it for himself.” 

The “‘scientific’ buck-passer. “If we 
had a popularity poll of our upper ex- 
ecutives, Ed would win it hands down. 
However, when he is faced with a diffi- 
cult decision, he almost always does one 
of two things; either he calls a confer- 
ence of every other department head he 
can reach by phone, or he recommends 
that we do more research on the ques- 
tion.” 

The social worker. “We haven't had 
a strike in years. Bob has worked out 
one of the most generous employee-rela- 
tions programs in the industry. But he 
makes a fatal error in overlooking his 
responsibility for helping the operating 
heads of other departments to find and 
develop cost-cutters and business-getters.” 

Company presidents today are much 
interested in the constantly mounting and 
ever-shifting pattern of pressures which 
they feel in their jobs. In attempting to 
summarize the external factors which are 
likely to influence the job of the president 
of tomorrow, one man said: 

Things are changing rapidly, and the rate 
of change will increase—beyond that I hesi- 
tate to predict. It seems as though I have 
been flying an airplane in running this or- 
ganization. Once I got it on its course, I 
could relax occasionally while the automatic 
pilot took over. I doubt if we can do that 
much longer. Perhaps my successor will have 
to learn to fly a helicopter, since his organi- 


zation will be constantly going up and down, 
sideways, backwards, and forwards. 


Perhaps the most surprising trend of 
reflections revealed by the present study 
is that, contrary to a common belief, pres- 
idents are not in the market for carbon- 
copy successors. President after president 
expressed the fervent and sometimes wist- 
ful hope that his successor would be an 
improvement over himself. The top men 
of today hope that their successors will ex- 
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cel in these respects: (1) the ability to 
weave a pattern of comprehensive thought 
out of multiple details viewed against a 
broad background of basic principles; (2) 
the ability to spot the commercial possi- 
bilities of scientific developments—the 
man with a long nose for a profit must 
feel at home with most long-haired scien- 
tists; (3) thinking and doing—the presi- 
dents of the future will need, even more 
than today’s presidents, to be men of 
ideas who can understand and lead their 
staffs, as well as men of action who can 
inspire the line executives; (4) a sure 
sense of timing—the gift of knowing 
when a successful pattern of operation, 
even though still paying off, must be 
changed for a new and better one, as well 
as the ability to sense when to let the 
organization coast; and (5) the spirit of 
creative thinking. 

The presidents had strong views about 
the personal character needed by their 
successors, especially the traits that have 
a positive and constructive effect on other 
men whenever questions of intention or 
integrity are under consideration. Motives 
that are trusted by others, moral courage, 
an affirmative attitude toward people, 
and the quality of rational optimism were 
emphasized. 

Some of the presidents interviewed 
have just started on the problem of ex- 
ecutive development, whereas others have 
been at work on it for as long as 20 
years. In general, they regard certain 
steps as likely to be helpful in preparing 
the president of tomorrow for his ever- 
expanding duties and_ responsibilities. 
Chief among these devices are high-level 
job rotation, crossing of line and staff ex- 
perience, advanced management programs, 
decentralization of authority permitting 
greater assumption of responsibility, and 
professional psychological consultation. 
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As today’s presidents attempt to fore- 
cast the presidency of the future, think- 
ing of both the job and the man, they 
display intense, deep, and sometimes 
mixed feelings. On the one hand, they 
show a hard-boiled attitude toward them- 
selves and their own failings, while, on 
the other hand, they exhibit their almost 
sentimental hopes that the next generation 
will be much better men. 

Yet they do seem to be gaining a fairly 


definite sense of direction. The concept 
of the president as the wise man capable 
of galvanizing other men into practical 
action and stimulating personal growth 
seems to be gaining favor. Formal quali- 
fications are considered less important. 
But the professional manager of today ex- 
pects that, as a result of study, practice, 
and research, his successor of tomorrow 
will be far more advanced in the art of 
management than he is. 


—J. Extiotr JANNEY. Harvard Business Review, September-October, 1954, p. 45:9. 


TOTEM POLES MAKE BAD ORGANIZATION CHARTS 


Te onty resemblance to a totem pole 
that an organization chart should have is 
a place for a hatchet man. Organization 
charts should not be carved out, erected, 
and then be permitted to become 
weathered through the centuries. 

The organization chart that doesn’t 
carry a recent date is meaningless because 
it represents a static concept, rather than 
a dynamic one. At Rogers Corporation, 
we believe that an organization chart 
should bear not only the date of its crea- 
tion but also the number of employees as 
of that date, in each of the various cate- 
gories on the chart. 

And in order to show the total human 
resources available to management, we 
think the chart should show the names 
et the union organizations involved, the 
lawyers, accountants, advertising agency, 
and other consulting organizations used 
by the company. Like our financial bal- 
ance sheet, the organization chart is our 
human resources audit. 

Each company needs an organization 
chart as a reference point. We know the 
company will somehow run without one, 
just as we know water will freeze with- 
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out reference to 32 degrees Fahrenheit, 
zero degrees Centigrade, or 85 degrees 
Rogers. But people need a reference 
pceint, so they can tell whether they are 
freezing or boiling in the corporate 
scheme of things. 

Having agreed to the need for an or- 
ganization chart, there ought to be agree- 
ment that the chart should be drawn on 
a purely functional basis, without regard 
for present personnel. 

The chart structure should not be 
cluttered by personality factors, any more 
than 32 degrees Fahrenheit should be 
surrounded with the variables of wind 
velocity and direction. 

By building the chart this way, we have 
a bench-mark that tells us how far from 
perfect we really are. We'll select people 
to fill positions on the chart, and we'll 
compromise the bejabers out of it, but 
we'll know with certainty how much we 
have departed from the ideal. 

Our chart puts People (personnel de- 
partment) and Planning on the same level 
as the conventional triumvirate of Manu- 
facturing, Sales, and Finance. After all, 
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more and more time is being spent at the 
very top these days, in all companies, on 
People and on Planning. 

Our product and market development 
are part of Planning, rather than coming 
under Manufacturing and Sales, respec- 
tively. Out of this sort of organization, 
you get the strongest kind of five-man 
executive committee. 

To keep such a chart dynamic, mem- 


bers of the executive group should carry 
an ever-changing copy in their active pa- 
pers or have it always on top of their 
desks for changing. This regular display 
of the chart need not make employees 
feel insecure, unless they have something 
to hide. The good employee will, instead, 
feel more secure in the knowledge that 
his contribution to the company is contin- 
uously being reviewed. 


—Here’s Rogers Again (Rogers Corporation, Goodyear & Manchester, Conn.) 


How Dangerous Is Overwork? 


OCCURRING IN relatively young people, especially business executives, the so-called 
“stress disorders” are frequently brought dramatically to our attention in the press 
as sudden death from “heart attack” or “stroke.” Among these disorders have been 
listed nervousness and neuroses, arthritis, overweight, high blood pressure, gastric 
and duodenal ulcer, gout, coronary disease, asthma and bronchitis, and many others. 
To a considerable degree, all the stress disorders tend to be attributed to the 
strains of occupation. One wonders if this tendency has not been exaggerated 
and whether perhaps we are inclined to overemphasize the physical and mental 
damage of work. 

Bearing in mind Dr. Carey McCord’s observation that “a little bit of man” 
goes into every job and that every worker thereby suffers some attrition because 
of pardonable pride in his own workmanship—nevertheless there is much good to 
be said about work. And perhaps too much bad has been said. In the words of 
Emerson, “Man doth not live by bread alone, but by faith, by admiration, and 
by sympathy.” Who is more fortunate at any age than the one who has faith 
in the importance of his job, admiration of his fellows for a job well done, and 
sympathetic consideration by his superiors and fellow workers? Personnel ex- 
perts tell us that “job satisfaction” is essential to a good worker. How often 
does the man deprived of his job decline rapidly both physically and mentally 
because he finds nothing left worth living for? 

It might be wise, therefore, for us to be a little cautious in attributing all the 
so-called stress disorders solely to occupation. Work per se is not necessarily 
harmful. Many of the so-called stress diseases have nothing to do with stress. 
They are the results of accident, including infection; or of the kind of nervous 
system with which one is endowed; or of the inexorable aging process which 
begins at birth; or of improper habits. And bad habits are probably more com- 
mon among loafers whose major object in life is to escape stress of any kind. 

Certainly, however, the stress disorders are the result of a maladjustment some- 
where—too much stress, too little tolerance. 

Fortunate, in any case, is the worker or executive who, with or without the 
doctor's help, can learn to “pace” himself for the long pull, adjusting his speed 
to his load, learning to lighten his load by delegating responsibility to well- 
chosen subordinates; the man who has a high tolerance to pressure from a master 
above, be that master a foreman, a board of directors, or his own distraught 
conscience. 


—Dr. Wittiam P. SHEPARD in an address before the Medical 
Conference of the Industrial Hygiene Foundation. 
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DIVERSIFICATION: NEW MAGIC WORD IN INDUSTRY 


“Grow OR DIE” is the chief axiom of 
U. S. business men. Never have more 
businesses grown faster—and fewer died 
—than in the years since war's end. But 
size alone is not the remarkable thing 
about this business growth. The most 
significant point is how U. S. corpora- 
tions have been finding new products 
and new markets, branching out into 
new fields. Diversification has become 
so popular that it is almost a fetish. 
Most industrialists diversify to (1) 
hedge against recession, (2) even out 
seasonal ups and downs, (3) give a com- 
pany room to grow, (4) make up for 
the cyclical swings of a market. The 
primary object of diversification by the 
Rockwell Manufacturing Co., which 
makes everything from saws to parking 
meters, is to provide “as nearly as pos- 
sible, ‘security of profits,” and thus secu- 
rity of jobs and dividends.” Says com- 


pany president Willard Rockwell: “A 
company tied to one industry, or operat- 


ing in one plant, is too vulnerable. One 
soft market, one bad fire, one strike, and 
profits are suspended, people are laid off, 
dividends stop. At the worst the com- 
pany is out of business.” 

Diversification also got a boost from 
the war-baby industries; they were 
forced by the loss of defense orders to 
find new products, or go broke. In gen- 
eral, diversification is along two broad 
lines. A company may start making 
new products closely related to the old 
(e.g., Kelvinator added washing machines 
to its appliance line), or it may step 
boldly into some completely new field 
(e.g., Stanley Warner Corp. took over 
International Latex, thus moving from 
theaters to girdles, baby pants, and 
foam pillows). 


Since diversification requires capital 
and involves considerable risk, big busi- 
ness is in a better position to try it than 
a small company. One of the costliest 
mistakes of diversification, says Thomp- 
son Products President John David 
Wright, is for a manufacturer to “stick 
with his product long after it should be 
dropped, to prove he was right.” An- 
other great problem is to find the new 
executives needed to make and sell a new 
product. Many a company falls into 
the trap of spreading its talent too thin. 

Some companies even specialize in di- 
versification. A classic example is the 
Food Machinery & Chemical Corp. (San 
Jose, Calif.), which started with the 
merger of a pump manufacturer and a 
maker of canning machinery. Moving 
into farm machinery, auto equipment, 
fire-fighting equipment, insecticides and 
industrial phosphates, Food Machinery 
now has 13,500 employees, operations in 
20 states, and an annual gross of $239 
million. 

Not all companies have been so suc- 
cessful. The urge to diversify leads 
many an industry to buy another com- 
pany just because it is on the market. 
But as most experts in the field know, 
the bargain counter is risky; an estimated 
50 per cent to 60 per cent of all com- 
panies up for sale are in trouble. 

For the economy as a whole, diversifi- 
cation should prove a strong bulwark 
against a deep recession. Hundreds of 
corporations once rose or fell with the 
sales of one product—and helped pull 
other companies down with them. Now 
these companies have gone a long way to 
balance the drop in one product with a 
rise in another. 


—Time, June 28, 1954, p. 86:1. 
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1954—Second-Best Year? 


AS THIS YEAR began, pessimists were predicting a depression. Instead, 1954 is 
likely to be the second best year in history, concludes the U. S. Chamber of 
Commerce on the basis of a mid-year check of basic economic indicators. 

Business activity at the end of June was at a level comparable to three of our 
most prosperous years, 1950, 1952, and 1953, the Chamber reports. Gross na- 
tional product was at a yearly rate of $356 billion, as against $348 billion 
in 1952 and $287 billion in 1950. In 1953, the figure was $367.2 billion. 

The industrial production index stood at 124, the same as in 1952 and 12 
points above 1950. The index averaged 134 in 1953. The yearly rate for national 
income, $299.5 billion, was $58.5 billion above 1950, about $7.5 billion above 
1952, and $6.5 billion below 1953. Disposable personal income for this year was 
higher than in any of three years used in the comparison. 

In June 62.1 million people were employed as compared with 63.2 million a 
year earlier. Unemployed totaled 3.3 million this June and 1.6 million a year ago. 
The 1954 unemployment figure is 5 per cent of the labor force, the same percentage 
as in 1950. 


Men at Work—After 65 


DESPITE A GENERAL IMPRESSION to the contrary, a relatively large proportion of 
American men past age 65 are still actively at work, according to statisticians of 
the Metropolitan Life Insurance Co. 

Of men from 65 to 69, fully three-fifths are gainfully employed, while at 70 
to 74 the proportion is about two-fifths, according to estimates based on Census 
Bureau data. Even among men 75 and over, one in five is still working. 

Of men who keep on working after 65 a greater proportion are self-employed 
than is the case among younger workers; and the proportions employed as 
farmers and farm managers, in executive positions in business, or as service workers 
are likewise greater than for the years before age 65. About one-fifth of those 
working at the advanced ages are in part-time employment. 


Do You Have the Time? 


FOR PEOPLE who “don’t know where the time goes,” The Royal Bank of Canada 
has just released some interesting figures on leisure hours: 


Hours in year, 365 days 
oe a | eee ea ee ee 2,920 


Working hours, eight daily (excluding two weeks 
vacation and seven holidays) 


Travel hours, two daily 

Eating hours, three daily 

Dressing and undressing hours, one daily 
Total hours consumed 


Dovas-you-please hours 


Thus leisure time averages out to 80 days of 24 hours each, or nearly 22 per 
cent of the year. It’s almost identical with total working hours. 


—The Employment Counselor (National Association of Personnel Consultants, 
Columbus, Ohio) 3/54 
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SUPPORT FOR HIGHER EDUCATION: A JOB FOR BUSINESS 


Is THE financial squeeze now gripping 
our colleges and universities grave enough 
to warrant direct action by the business 
community? If so, what can business do 
about it? 

Though the business community has a 
crucial stake in helping to relieve the 
plight of these institutions, it does not 
follow automatically that every business 
firm should give direct financial aid to 
education. The business structure is al- 
ready heavily burdened with activities 
unrelated to its main purpose. These 
include, for example, acting as tax collec- 
tor for more than $65 billion of federal, 
state, and local taxes in the year 1953. 

If, however, the survival of a key part 
of our educational system depends on its 
having financial help from the business 
community, that help should be provided. 
And this is the situation of our indepen- 
dent, privately endowed colleges and uni- 
versities. 

These institutions have seen price in- 
flation eat away much of the value of 
their endowments. Moreover, there is no 
prospect that these endowments can be 
sufficiently replenished by gifts from the 
wealthy people who provided them in 
earlier years. Progressive income and 
estate taxes have seen to that. 

It is conceivable that the independent 
colleges and universities might solve their 
financial problem by seeking support from 
tax revenues. If they did this, however, 
they would lose their distinctive character 
as independent institutions, and our sys- 
tem of higher education would lose one 
of its major elements of strength. 

Business is directly dependent upon 
higher education to staff its increasingly 
complex and exacting operations. A key 
part in this process is played by the small, 
independent liberal arts colleges which are 
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the hardest-hit financially of all our in- 
stitutions of higher learning. “These,” 
states the Council for Financial Aid to 
Education, recently formed by a group of 
business leaders, “have contributed a high 
proportion of the intellectual, scientific, 
and religious, as well as business leader- 
ship of the nation. Their programs are 
devoted to the teaching of values, par- 
ticularly the values of freedom. They 
are a vital bulwark to our system of free 
enterprise.” 

There are many means by which busi- 
ness firms can extend help to our colleges 
and universities. The most obvious, of 
course, is to make outright grants of 
money either to individual institutions or 
to groups of institutions. Another means 
of help, increasingly employed by busi- 
ness firms, is to establish scholarships to 
pay the full cost of college or university 
courses of study. Sometimes the scholar- 
ships are open for general competition; 
sometimes they are limited to employees 
and children of employees of the firm 
granting them. Not infrequently those 
winning the scholarships spend some part 
of their school vacations working in the 
companies granting the scholarships. 

A number of companies have recently 
provided for what have come to be called 
“scholarships in reverse.” These firms pay 
a flat sum to a college or university for 
every one of its graduates they employ. 
Financing of university research programs 
also offers a broad avenue for financial 
aid to our universities by business. 

Some business firms have well-devel- 
oped programs for financial aid to educa- 
tion. But they are exceptional. For most 
companies the problems involved are new 
and strange. The creation of mutual un- 
derstanding is therefore much more im- 
portant now than the raising of some 
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money and letting it go at that. The 
problem of aid to education by business 
has its immediate urgency, but there is 
also a long-range program to be devel- 
oped on which business and the colleges 
and universities must pull together in the 
years ahead to find a satisfactory solution. 

To give proper heed to their own future 
prosperity and the future welfare of the 


nation, business firms generally must go 
to work on the problem of financial aid to 
higher education. They must strive, first, 
to understand the problem; second, to es- 
tablish two-way communication with our 
colleges and universities; and third, to 
develop a program which pays proper 
heed to the needs and capabilities of both 
business and higher education. 


—Donatp C. McGraw. Industrial Distribution, July, 1954, p. 103:2. 


HOW TO SPOT STATISTICAL JOKERS 


Are waces KEEPING up with profits 
and the cost of living? Are you inviting 
lung cancer when you light a cigarette? 
Answers to such important questions as 
these lie hidden in the stream of statistics 
that assails all of us every day. But 


what do the figures mean—all those little 
averages, percentages, percentiles, trends, 
norms, correlations, significances? 


In the end the consumer of statistics— 
which is to say each of us—must reach 
his own decisions as wary as though buy- 
ing a used car. We can't all be statis- 
ticians, but there are many statistical 
tricks and pitfalls that anyone can read- 
ily learn to spot. For instance: 

The Unspecified Average. Read that 
the average income of employees in the 
place you work is $4,509 a year and you 
seem to have been told something precise 
and meaningful. And an average is an 
average, isn’t it? 

That it’s not. The word average cov- 
ers mean, median, and sometimes other 
things. For some data they're about the 
same, and for some, including incomes, 
they are miles apart. The mean income 
of 90 people is their total take divided 
by 90. But if the same 90 have a me- 
dian income of $4,509, this indicates that 
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half of them received less than that and 
half more. A few very high incomes 
will boost a mean average a good deal 
and make conditions look much better 
than they are. They won't affect a 
median so much, so that is the kind of 
average most revealing when incomes are 
in question. 

When you see a median income given, 
as with Bureau of Census figures, you 
are getting a reasonably good picture of 
conditions. When you see a mean, you 
can guess that it has made incomes look 
a good deal better than they are. And 
when you see an “average” of unspeci- 
fied nature, you can suspect that there’s a 
cheery liar of a mean hiding behind it. 

The Biased Sample. This is another 
highly prevalent statistical joker. It 
comes in two popular varieties: the sam- 
ple that is biased from the beginning, 
and the one that develops its bias as it 
goes along. 

The famous Literary Digest poll re- 
mains the archetype of the first. The 
enormous sample of 10 million voters 
who agreed it would be Landon two to 
one came from lists of Digest and tele- 
phone subscribers. Such a sample is 
likely to be biased in at least one direc- 
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tion: wealthier than most. Given a 
year like 1936, when economic status 
seems to have had a good deal to do with 
voting, such a sample is badly biased. 

It was a self-biasing sample that led 
to a news story saying, “The average 
Yale man, Class of ‘24, makes $25,111 a 
year.” Aside from being ridiculously 
precise, this average is boosted by being 
just what you think it is—a mean rather 
than a median. On top of that, it has 
built into it the self-biasing quality com- 
mon to many mail surveys. That is, it 
has taken into account only those mem- 
bers of the class whose addresses are 
still known and who are sufficiently 
proud of their incomes to reveal them to 
their classmates. Those poor little 
lambs who have lost their economic way 
are not added in. 

The Inadequate Sample. All sorts of 
fascinating chicanery is produced by this 
means. Test a new toothpaste on six 
people and you may find a “remarkable 
reduction in dental caries!” even though 
the stuff is worthless. If you don’t get 
the result you want, test another group. 
By the time you've done this a few times 
you're practically sure to get a favorable 
result. 

Correlations. These produce a great 
part of our statistical reading matter. 
They become misleading when cause- 
and-effect are read into them without 
evidence. 

It was shown that cancer was increas’ 
ing in New England, Minnesota, Wis- 
consin, and Switzerland, where a lot of 
milk is produced and consumed, but re- 
maining rare in Ceylon, where milk is 
scarce. Milk-drinking English women 
were shown to have some kinds of can- 
cer eighteen times as frequently as Japa- 
nese women, who seldom drank milk. 
It sounded pretty significant but all it 
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really meant was that areas in one group 
have populations with longer life spans 
than in the other. Cancer, predomi- 
nantly a disease of middle life, has little 
chance to attack where people die young. 

The Gee-Whiz Graph. The shape of 
a graph is supposed to give a quick pic- 
ture of some statistical fact. Don’t bet 
on it. Chart a trend in graphic fashion 
and usually you will get a modest-looking 
rise; things like wages and costs and 
sales and populations generally change 
slowly. To give the indicating line a 
more spectacular appearance you have 
only to stretch your chart upward, put- 
ting more space between the lines. 

The trouble with this is that it pro- 
duces a very tall and thin chart, a suspi- 
cious-looking thing and awkward on a 
printed page. So chop off the bottom, 
leaving only the area in which the mov- 
ing line is found. The result is that any 
slight rise becomes a hop from the bot- 
tom to the top; 1 per cent can look like 
a hundred or a thousand. Moral: In 
reading any graph in which the bottom 
line isn’t zero, look not so much at what’s 
there as what's not. 

Even more deceptive is an unfortu- 
nately common version of the pictorial 
graph in which values are represented by 
little men or moneybags. If a hundred 
dollars is portrayed by one moneybag 
and four hundred by four just like it, 
then you have a proper and honest 
graph. But it is all too usual to repre- 
sent that second quantity by a single 
moneybag, too, making it four times as 
tall as the first. 

What's wrong with that? Well, a 
bag four times as high is also four times 
as wide and so it covers 16 times as much 
area on the page. And since it is a pic- 
ture of a three-dimensional object it ac- 
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tually indicates a bag four times four 
times four times as big as the first one. 
An increase of four to one has been 
made to look like 64 to one, as fine a 
piece of exaggeration as you could 
ask for. 

Semantic Tricks. Blend these with 
statistics and you have the phoniest fig- 
ures of them all. The formula is: When 
you can’t prove what you want to prove, 
demonstrate something else and then pre- 
tend they're the same thing. 

To peddle a nostrum as a cold cure, 
for example, have an “independent lab- 
oratory” testify to how many unspeci- 


fied germs it will kill in a test tube. To 
prove young car drivers dangerous, give 
the figures showing them involved in 
more accidents than elderly ones; and to 
hang responsibility on older drivers, give 
figures on accidents per million miles 
driven. 

If you'll read with an eye alert to 
statistical mishandling, you'll come upon 
many splendid specimens to add to these. 
You won't learn any more by reading 
with a skeptical eye, but you'll do some- 
thing that is perhaps many times better. 
You'll avoid learning a remarkable lot 
that isn’t so. 


—DarreE__ Hurr. The New York Times Magazine, August 22, 1954, p. 13:2. 


NOTE: Mr. Huff is author of the book, How to Lie with Statistics, published earlier this year 
by W. W. Norton and Co., Inc., and reviewed in the May issue of THE MANAGEMENT REVIEW. 



































**Planning on asking for a raise, Jones?” 








—Reprinted by special permission of The Saturday Evening Post. 
Copyright 1954 by The Curtis Publishing Company. 
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THE MAN WHO NEVER HAS TIME 


Tuere’s one in every office. His desk 
is piled high with unfinished business; he 
insists on reading and approving every- 
thing that even remotely concerns him; he 
is too busy to hear what you have to say 
and too busy to make considered decisions. 


Most of the time he is too busy to read 
how others are solving the problems that 
consume so much time; too busy to see 
salesmen who often have good time-saving 
ideas; too busy to attend meetings—in 
fact, he is so busy being busy that he 
hasn't time to think. 


If he is an executive in a supervisory 
capacity, he is too busy to take time to 
spell out what he wants a man to do. 
Then he flies into a rage when a subordi- 
nate, doing the best he can with the 
meager instructions given him, pulls a 
boner. 


If our friend in a hurry had just paused 
a few minutes in his rush to nowhere, and 
had made sure the man understood what 
he said and what he meant, he might have 
saved himself a lot of time-consuming 
work. But, of course, the mistake is not 
his fault—it never is. 


What American business needs is more 
direction and less running around in all 
directions at once. We have overdone 
order-chasing and underdone customer- 
building. The same thing goes for building 
better employee relations. We all know 
the personnel manager who is too busy to 
take time to talk to an employee about 
his personal problems. Such matters are 
much too trivial to bother about. If he 
were to listen to all the troubles of all 
the employees in the company, there just 
wouldn't be enough hours in the day to 


do the things that must be done. Accord- 
ingly, he gives employees’ personal prob- 
lems short shrift and thereby alienates the 
very people whose support and coopera- 
tion he needs in order to do his own job 
properly. 

Another common variety of the too 
busy executive is the man who just can't 
find time to see salesmen. As a result, he 
is not up to date, as he should be, on new 
methods, new products, cheaper ways of 
doing things. Chances are, he’s costing 
the company a pretty penny! 

But where the too-busy habit is espe- 
cially expensive to a business is in the 
case of executives whose value is in direc 
proportion to their ability to create new 
ideas, develop better methods and keep 
the business headed in the right direction. 
Obviously, if these executives insist on 
doing all sorts of petty tasks, they will 
not have time to read, to study what their 
competitors are doing, or develop any new 
ideas themselves. 

It has been said, with much truth, that 
if you want a thing done, find a busy man 
to do it. That means a man who knows 
how to organize his time. Too many of 
us in administrative positions spend from 
two to four hours a day doing non-essen- 
tial things. We do tasks which could 
easily, and perhaps better, be delegated to 
others in the organization. 

If we reorganize our work so that we 
would have that time for planning—de- 
vising improved ways and means of doing 
things—we would be much better off, and 
so would our business. We need to es- 
tablish in our own minds a definite set of 
objectives—and then concentrate on them. 


—CAMERON MCPHERSON in American Business. 
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WHAT IS A POPO? 


EARL BROOKS 


New York State School of Industrial and Labor Relations 


Cornell University, Ithaca, N. Y. 


How MANY POPOS are in your organiza- 
tion? Almost every company which has 
been in operation more than 15 years 
has several POPOS. With present per- 
sonnel and management practices, the 
number of POPOS is increasing rapidly. 

POPO means different things to dif- 
ferent people. To some, it is “Problems 
of Personnel Officers.” That is partially 
correct. To others, it means “Promising 
Once, Presently Obselete’—or, “Promo- 
tions Over, Pension Objective’—or, “Per- 
manently Overlooked, Pastured Only”— 
or, “Passed Over Plenty Often.” But to 
the real, established POPOS, it means, 
“Passed Over, Put On Shelf.” 

Let’s look at these POPOS a little more 
closely : 

Qualifications: Age: 40 to 65. Experi- 
ence: Minimum of 10 years with present 
employer; still on payroll; no promotion 
in past five years; missed out on at least 
three promotions which went to younger 
executives (jets). Organizational Status: 
Ignored; keeps out of way; plays it safe; 
annual mention of name at service award 
dinners; no recognition of good work 
or poor work. Ambition: Lost hope of 
reward. Enthusiasm: For discussing with 
persons inside and outside the company 
what “they” (the office brass) have done 
to him and fellow POPOS in the past, 
and also what “they” are failing to do 
now. 

Duties: Usually “staff” or “Assistant 
to,” often attached to personnel office. 
Analyzes statistics and reports. Member 
of a committee or two, possibly recorder; 
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adviser on preparation-for-retirement pro- 
grams. Welcome at company picnics, 
band concerts, and shuffle-board contests. 

Pay: Good for duties performed; rec- 
ognizes good service “years ago.” Usually 
at top of salary range (but nobody has 
told him so). Minimum of $5,000 a year 
for “POPOS first class.” No “merit in- 
crease” in past five years. 

Future Prospects: Pension at age 65 
and a gold watch, shockproof and hock- 
proof (engraved). 

POPOS explain the cause of their 
plight in many ways, including the follow- 
ing: 

“The one mistake that I made 20 years 
ago.” 

“Working for the same supervisor 17 
years.” 


“Assignments too specialized. Never 


had a chance to broaden my experience.” 
“Told my boss what I really thought.” 
“My boss refused to let me understudy 
his job.” 


“It isn’t what you know, but whom you 
know.” 

“There must be something in my per- 
sonnel file. Don’t know for sure because 
we can’t see our own files.” 

“Never had a chance on line responsi- 
bilities; I was always on staff work.” 

“No training program like they have 
for ‘jets’ now.” 

“If you haven't made department head 
by the time you are 35, you're through.” 

“Turned down one transfer. That did 


” 


it. 





“Requested a transfer once. My boss 
resented it.” 

“I'm 54 and can’t quit now with only 
11 years to go for a pension and they 
won't fire me after 33 years of service.” 

What can be done about POPOS? 
Meeting this problem involves three con- 
siderations: first, utilizing more effectively 
those who feel that they have been 
“passed over”; second, taking construc’ 
tive steps to minimize the possibilities that 
additional POPOS will be developed; 
third, retiring or otherwise separating 
those who cannot contribute to the or- 
ganization. 

Many persons who have been passed 
over and put on the shelf have real ability. 
They could make significant contributions 
to the success of their companies. Some 
are qualified for more responsible positions 
and many could more than earn their 
pay if given opportunity and encourage- 
ment. It is unfortunate that the common 
measure of success in American business 
is constant “onward and upward” promo- 
tions. 

With the widespread interest in dis- 
covery of management talent and execu- 
tive development, a logical first step 
would be to analyze the abilities of those 
who have been previously passed over. 
Supervisors should be encouraged to dis- 


cuss more often and more fully with their 
employees (1) what is expected of them, 
(2) how they are doing, (3) how they 
can improve their performance, and (4) 
their potential and how it can be devel- 
oped. Transfer and promotion policies 
should be examined by management and 
understood by all concerned. Employees 
should feel free to request a transfer or 
to decline one for good reason without 
jeopardizing their careers. Persons with 
potential should be considered for pro- 
motion with less regard to age. Specialists 
should not be overlooked in promotions 
and kept on narrow assignments so long 
that their general usefulness is impaired. 
Staff positions should not be the final 
resting grounds for persons who fail on 
a particular line responsibility. 

Other considerations which might be 
given to better utilization of personnel in- 
clude (1) improved selection; (2) greater 
emphasis on supervisors’ responsibilities 
for developing people; (3) more adequate 
records and reports of performance and 
potential; (4) deciding earlier in a per- 
son’s career whether or not he should be 
retained; (5) facing up to situations more 
promptly; (6) vesting in pension systems; 
(7) variable ages for retirement based on 
ability to perform satisfactory work; and 
(8) severance allowances. 


Hard Little Facts of Life 


THERE IS A COLOSSAL OVERSUPPLY of people in this country who have either never 
discovered some of the basic principles of economics or think that the economic 


laws have been repealed. 


We hear it asserted that the schools have failed in this regard, and the cry 
is for required courses in economics. We have failed—in school and out—but the 


answer is not in required courses. 


The problem is not one of the more complicated economic laws, such as supply 
and demand, diminishing returns, diminishing utility, or substitution. I shall settle 
for just a few simple little economic facts, or axioms, which some people these days 
seem to be trying their best to overlook. Three of these almost anyone can under- 
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stand, and if these three are made a basic part of the education of our children, we 
can leave the more complicated principles to the experts. Here they are: 

1. You cannot get something for nothing. 

2. You cannot spend more than you have and remain solvent. 

3. You cannot equalize ability by a handicap system. 

For every advance made by the human race, you will find that unusual people 
have been in the forefront. When an advance is made, all of mankind, no matter 
what their mentalities, benefit from this step forward. The advance thinkers and 
doers, in science, education, business, and the professions, must be encouraged in 
order to maintain our American way of doing things. 

Let us recognize that we need superior minds to achieve that superior world we 
all want so badly. Let's leave the handicap system to the race-track boys. Let's 
stop belittling the so-called “brain” and the successful man. Without their con- 
tributions, inspired by competition, we would be sitting back in a kind of Stone Age 
just vegetating and not getting much done. 


—Marx C. ScHINNERER in Challenge 9/54 
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CHIEF EXECUTIVE AND BOARD. By Peter F. 
Drucker. Dun’s Review and Modern Industry 
(99 Church Street, New York 8, N. Y.), 
July, 1954. 75 cents. Ideally, the chief execu- 
tive of a company must be an idea man, a 
man of action, and a “front’’ man—and, in 
the author's experience, it is virtually impos- 
sible for one man to be all three types. Ac- 
cordingly, he concludes that the chief execu- 
tive’s job should be a team job, and he dis- 
cusses here the organization of the chief- 
executive team and its relationship with the 
board of directors. 


HOW'S YOUR HEALTH? Factory Management 
and Maintenance (330 West 42 Street, New 
York 36, N. Y.), July, 1954. 50 cents. This 
article points up the value of periodic health 
examinations for executives—and the import- 
ance of taking proper action on the basis of 
what they may disclose—with the graphic, 
though imaginary, history of a plant manager 
who “couldn't take time to slow down.” The 
services offered by one clinical agency special- 
izing in executive examinations are also des- 
cribed here. 


HOW TO STAY IN’ BUSINESS 100 YEARS. 
By Oscar Schisgall. Nation’s Business (1615 
H Street N. W., Washington 6, D. C.), 
September, 1954, 60 cents. Surveying the 
policies and philosophies of a considerable 
number of companies that have passed the 
century mark, this article reports on the va- 
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rious factors to which their top managements 
attribute their companies’ longevity. Among 
the characteristics these old companies have 
in common: quick adaptability to new meth- 
ods, products, and materials; research-mind- 
edness; pe an say on wide product distribu- 
tion to offset low markups; liberal labor polli- 
cies; and a sense of civic responsibility. 


YOU CAN MAKE SUCCESS YOUR HABIT. By 
Richard S. Schultz. Factory Management and 
Maintenance (330 West 42 Street, New York 
36, N. Y.), August, 1954. 50 cents. By do- 
ing what successful executives do, says the 
author, you can develop the characteristics 
of a top-drawer manager, if you don't al- 
ready have them. This article presents 18 
“success habits,” which include such tips as 
putting yourself in the other person's place, 
changing your pace, obeying your better im- 
pulses, being intelligently inquisitive, and 
being “outdoor-minded”™ in your spare time. 


HOME-GROWN EXECUTIVES. By Edward Plaut. 
Dun’s Review and Modern Industry (99 
Church Street, New York 8, N. Y.), July, 
1954. 75 cents. Pointing out that today’s 
emphasis upon individual specialization is 
raising hob with the traditional development 
of our future top executives, the author out- 
lines a training plan for developing better- 
rounded managers, whose interests and con- 
tributions to the company will extend well 
beyond their own bailiwicks. 
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HOW TO “SELL” YOUR PERSONNEL PROGRAM 


” 


“9 1 coup just sell my boss . 
is a remark so frequently made by per- 
sonnel men that one suspects that few of 
them know how to sell. Where this is 
true, it is primarily because the personnel 
executive has lost sight of his real func- 
tion in our present-day dynamic business 
structure. 

Tom Spates, one of the deans of all 
personnel men, laid part of the founda- 
tion when he said that management’s real 
job was “working with people at the 
places where they work.” To enlarge 
upon this statement, one might describe 
the function of management as “directing 
the activities of people at the places 
where they work, in making or selling an 
article, or rendering a service — at a 
profit.” Note the last three words. 

As a staff member of management it 
is the personnel executive's job to assist 
in making a profit. If he will approach 
every personnel activity with this in 
mind, he should have no trouble in 
“selling the boss.” 

Let’s get down to practicalities. How 
about a budget? Every operating de- 
partment has one, and as a basis for 
proving its worth as a profit maker, the 
personnel department should have one, 
too. Figures are available both as to the 
number of persons in the department 
per one hundred on the company pay- 
roll, and the average annual cost per 
employee. The last available figure of 
$62.20 breaks down to an average of 
about three cents per hour per employee 
on the total payroll. 
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Let's start with that figure. A com- 
pany going along with the industry to 
avoid difficulties, or just drifting with the 
tide, often gives several times three cents 
in negotiations to cover wage increases 
as well as more benefits. Yet when 
times get tight and the boss looks for 
places to cut, he slices part or all of 
three cents from under the personnel de- 
partment because he thinks it a lux- 
ury. Clearly the personnel director has 
not done three cents worth of selling. 


Consider the yardsticks by which we 
may measure our effectiveness. Turnover 
is measurable. A survey in the Los An- 
geles area indicates that the average cost 
of turnover is in the neighborhood of 
$200 per employee. Based on the cur- 
rent community turnover average for all 
manufacturing, a company with 500 em- 
ployees would experience a loss of ap- 
proximately $100,000 per year. This 
means an added burden of 10 cents per 
hour. The personnel budget for a com- 
pany of this size would be approximately 
$35,000. If, through the proper use of 
personnel tools, turnover were cut 25 
per cent, a good portion of the depart- 
ment’s budget would be saved—and we 
haven't started to figure the profit to be 
gained from stability of employment and 
improved production. 

It is axiomatic that proper training in 
accident prevention cuts compensation 
insurance costs. It is a function of per- 
sonnel to see to it that supervision does a 
good job of accident prevention. Any 
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statistical clerk in the personnel depart- 
ment can quickly prove the savings made 
by the department if the accident fre- 
quency has declined. Some companies 
have found that the savings in this work 
alone more than carry the personnel de- 
partment budget. 

Experience indicates that 95 per cent 
of all grievances can be settled at the 
point of origin, particularly if personnel 
has done a good job with supervision, so 
that the proper “climate” exists within 
the operating departments. Keep a rec- 
ord showing where grievances come 
from, the time lost in committee meetings 
and arbitrations. A study in one com- 
pany showed that in one year 103 griev- 
ances cost $7,985, an average of $77 
plus. By intelligent coaching of super- 
vision the grievances were cut to 13 the 
next year, and for the past three a griev- 
ance has never been carried beyond the 
immediate supervisor. The personnel di- 


rector in this company has had no trou- 


ble in “selling” his boss. 
What about absenteeism? Figures for 
the Los Angeles area show a monthly 


3.2 per cent for men. A study in an- 
other locality indicates that for every 
per cent of absenteeism there is a resultant 
two and one-half per cent reduction in 
production. Here again personnel can 
go to work with supervision, help create 
proper attitudes by good person-to-person 
communication. 

Consider the situation in localities 
where unemployment insurance is paid 
by the employer. Here performance is 
tied directly to costs, and savings can be 
shown on a dollar-and-cents basis. The 
records of savings in scrap, waste, in- 
creased production, valuable employee 
suggestions, and many other measurables 
are also available to prove the dollars and 
cents value of personnel administration. 

The personnel man who feels that he 
is getting nowhere, that he cannot sell 
his program, that he is submerged in 
paperwork, needs to take an objective 
look at himself and his work, keeping in 
mind the definition of management 
stated earlier. If he uses his tools effec- 
tively and keeps his eye on the results, 
he will be able to sell his boss three cents 


average of 6.5 per cent for women and worth—and then some. 
—Cuar.es A. MCKEAND. Personnel Journal, June, 1954, p. 46:3. 


An “Open Door” Suggestion System 


AWARE OF a general resistance to suggestion boxes, Aldis Brothers, Ltd., Birming- 
ham, England, have tried a new approach. When a worker has an idea, rather 
than fill out a form to be dropped into an impersonal suggestion box he explains 
it to the executive on “suggestions duty,” who helps him to put his idea down on 
paper. 

Company executives each serve in this capacity for one hour on two evenings 
a week. This arrangement helps identify management directly with the worker and 
his ideas, encourages the individual, and promotes team spirit. 

An immediate award is made for every suggestion accepted. A further award is 
made when the idea is put into operation, with an additional award given for the 
best of the year. 

The firm claims that workers’ suggestions have played a big part in productivity 
increases. 

—Management Methods 6/54 
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THe upswinc in labor costs over the 
past four years is among the develop- 
ments brought into sharp focus by the 
findings of a recent survey conducted in 
the Cleveland area, which is considered 
generally representative of U. S. industry 
as a whole. Here are some of the find- 
ings of the survey, conducted among 337 
member companies by the Associated In- 
dustries of Cleveland: 

In 1950, the average straight time 
hourly rate for manufacturing workers 
in the greater Cleveland area was $1.538. 
(The straight time hourly rate is based 
on a 40-hour week, excluding overtime 
and shift premium.) Today, the Cleve- 
land employee earns an average of 
$1.963, which is an increase of 42.5 
cents per hour, or 27.6 per cent. If 
firms employing 1,000 workers and over 
were excluded, the average straight time 
hourly rate would be $1.879. In com- 
panies employing 1-49 workers the aver- 
age rate is $1.699. 

It was not only from across-the-board 
increases that employees benefited during 
this period, but from improvements in 
fringe benefits as well. Sometimes called 
industry’s “hidden payroll,” fringe bene- 
fits are costing Cleveland manufacturers 
an average of 30.83 cents per man-hour, 
which is an increase of 8.32 cents per 
man-hour, or 36.9 per cent since 1950. 

In 1950, just 64 companies in this area 
paid the total expense for employees’ life 
insurance. Another 180 firms provided 
it on a share-the-cost basis. Today, 133 
Cleveland manufacturers furnish com- 
pany-paid group life insurance, and an 
additional 116 firms provide it under a 
contributory arrangement. 

The amount of insurance protection 
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TRENDS IN PERSONNEL PRACTICES, 1950-1954: A SURVEY 


has also been increased. Five years ago, 
the usual group life policy called for 
$1,000 or $2,000 payments to the sur- 
vivors of a policyholder. Today, com- 
panies that provide a uniform group life 
insurance policy for employees have in- 
creased the coverage to $2,000 or $2,500. 

Another trend is evident in the in- 
creasing number of manufacturers pro 
viding sickness and accident insurance 
and the liberalization of benefits. Sick- 
ness and accident insurance was company- 
paid by 49 firms and provided by 141 
companies on a contributory basis in 
1950. Now, in 1954, 126 local con- 
cerns pay the entire cost for this protec- 
tion, and 91 firms provide it on a con- 
tributory basis. 

The amount of weekly benefit has 
risen to between $25 and $30 a week. 
At present, nine companies that have 
uniform benefits for employees pay them 
between $39 and $42 for their weekly 
benefit. The length of benefits for sick- 
ness and accident has also been increased. 
In 1950, only 30 companies extended 
benefits to 26 weeks. Today 95 com- 
panies provide protection for 26 weeks, 
and 117 others provide it for 13 weeks. 

It has become standard practice for 
companies in this area to make hospitali- 
zation available to employees. At pres- 
ent, 270 firms that provide hospitalization 
do so through Blue Cross. The remainder 
make use of private insurance compa- 
nies. Today 95 concerns pay the entire 
cost of hospitalization. In 81 companies, 
hospitalization protection is provided, but 
employees pay a share of the expense. 
Another 150 companies simply adminis- 
ter the program, with the worker paying 
the total cost. 
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Surgical benefits are now provided at 
company expense by 92 companies, and 
in 77 firms the cost is shared by em- 
ployer and employee. The maximum 
amount of surgical benefit was $150 for 
97 companies in 1950. At present, the 
maximum benefit is usually $200, but a 
few firms have gone even higher. 

Pension plans fall roughly into two 
categories. First are those that were in- 
stalled by companies on their own initia- 
tive, either during or before World War 
II; today, more than half of the pension 
plans in this community are of this na- 
ture. The other kind of plan is the di- 
rect result of collective bargaining, and 
can trace its growth to the 1949 Ford 
Motor or Bethlehem Steel settlements; 
just two companies in the Cleveland area 
negotiated pension plans for their em- 
ployees in 1953. At present, 80 compa- 
nies pay the entire cost of the pension 
plan, and 15 companies provide it on a 
contributory basis. 

Another demand that labor has pre- 
sented is for time off with pay for jury 
duty. In 1950, just seven companies 
paid hourly employees for the time spent 
serving on a jury. Another 47 firms 
made up the difference between regular 
pay and jurors’ pay. Now, 10 manu- 
facturers pay for jury duty, and 75 con- 
cerns make up the difference in pay. It 
can be said that industry is moving in 
the direction of partial pay for jury- 


serving employees, but the trend is slow. 

Despite union pressure, Cleveland 
manufacturers stood firm on their policy 
of six paid holidays a year. Today, 218 
companies pay hourly workers for these 
holidays regardless of when they fall, as 
compared to 56 firms which require that 
a paid holiday must fall on a regularly 
scheduled work day. 

Probably no personnel policy has 
changed more radically under wage con- 
trols than that of vacations. In 1950, 
the standard policy on vacations affecting 
hourly employees was basically five days 
for one year of service, 10 days for 
five years. Wage Stabilization Board reg- 
ulations, under which the majority of 
Cleveland manufacturers were not per- 
mitted to exceed 10 days’ vacation for 
five years of service, led to the escalator 
vacation plan, which normally works like 
this: three days for six months’ service, 
five days for one year’s service, six days 
for two years’ service, seven days for 
three years’ service, eight days for four 
years’ service, and 10 days for five years’ 
service. 

In 1950, only 20 firms granted three 
weeks’ vacation after 15 years of sen- 
iority. The Wage Board in 1952 began 
to take a much more liberal view of the 
15-day vacation for veteran employees, 
with the result that today 129 compa- 
nies grant the three weeks’ vacation after 
15 years of service. 


—For the Informed Executive (Associated Industries of Cleveland), July 1, 1954, p. 2:3. 





THE INCREASING USE of special movies to help familiarize the new employee with 
his company testifies to the success of audio-visual methods. Latest example is a 
22-minute orientation film shown to each inductee at Western Electric before starting 
on the job. The film details all employee facilities and benefits at the company. It 
also points out employee obligations in a frank but friendly manner. 

—Personnel Executive Newsletter (Deutsch & Shea, Inc.) 
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HOW LABOR TELLS ITS STORY 


Many sicniricant changes have taken 
place in the field of labor communications 
in recent years. Until a few years ago, 
few labor spokesmen would have 
dreamed of departing from the routine 
pattern of presenting dull news in a dull 
way. “Down with the boss!” was the 
recurring theme of the typical labor 
paper. How different today! 

According to a study made by Henry 
C. Fleisher, editor of the CIO News, 
the changes began in the °30’s, when the 
organization of the mass industries made 
labor news important. For the first time 
the press associations and big newspapers 
assigned experienced reporters full time 
to the labor beat. 

The American Newspaper Guild also 
came into being during this period, bring- 
ing the men who covered labor into the 
labor movement themselves. Many of 
these men became editors and publicists 
for the unions—and, for the first time, 
union publications began to take on a 
professional look. 

Among the best known of these are 
Labor, the sober, reliable publication of 
both the independent and AFL-afhliated 
railway unions; the International Asso- 
ciation of Machinists’ Machinist, a 
sprightly paper with a bit of calendar 
art, termed “Miss Union Maid,” on the 
lower right-hand corner of the center 
fold each week; the News-Reporter, the 
Federationist, and the CIO News, gen- 
erally the model for the new labor press. 

An issue of the CIO News, after the 
special session of the 80th Congress ended 
a few years ago, showed plainly how the 
new crop of labor editors, experienced 
and confident, are willing to break with 
tradition. Instead of rumbling on pon- 
derously, it left the entire front page 
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blank with the exception of a small block 
of tiny type, nestled in all that white 
space, saying: 

This page is as bare 

as the record of the 

Eightieth Congress at 

its Special Session. 

No positive figure is available as to 
how many labor papers there are, how 
many people they reach, or what effect 
they have on their readers. Herbert Lit- 
tle, director of the Office of Information 
of the Department of Labor, says the de- 
partment has a mailing list of more than 
800 periodicals. He estimates their total 
circulation as anywhere from 20 to 30 
million. 

Though this mass of newsprin+ by no 
means reflects one basic policy, there are 
few labor periodicals left which advocate 
any form of government other than de- 
mocracy. A motto for most labor papers 
today could be, “The capitalistic form of 
government is fine, only we want a big: 
ger piece of it.” 

Generally, union journals today not 
only print news of interest to their read- 
ers, such as goings on within the union 
itself, news of labor elections and con- 
tracts won, but also decry the high cost 
of living, plump for wage increases, and 
attempt to win membership support for 
labor-approved candidates for political 
office and for labor-approved legislative 
programs. They are used by the leader- 
ship both to stir up trouble and to pour 
oil on waters already troubled. 

The news of a labor publication, in 
short, is tailored to fit the occasion. If a 
business man resists the union’s attempts 
to organize his plant, the union’s publi- 
cation may well call him every name 
under the sun in order to steam up his 
workers. The same thing may apply 
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during contract negotiation time. For 
the rest of the year, however, the publi- 
cation can afford to be charitable. Union 
papers frequently oppose wildcat strikes, 
for instance. And The Pilot, of the Na- 
tional Maritime Union, is running a cru- 
sade against the “performer’—seaman’s 
slang for the shipboard rabble-rouser who 
creates dissension between officers and 
crew. 

As for influencing the political or phil- 
osophical thinking of its readers, that is 
another matter entirely. Henry Fleisher, 
editor of the CIO News, states frankly 
that he could not control the thinking of 
his readers even if he wished. “Rather, 
I think our job is to develop and 
strengthen conviction of purpose,” he 
says. 

Philip Pearl of the AFL takes a slightly 
different view of the role of the labor 
press. He deplores the fact that much 
of what labor has to say is directed at 
people who already agree with labor. 


“We should try to influence the thinking 
and win support of people who do not 
agree with us,” he says. 

There are definite instances in which 
rival unions have achieved some measure 
of cooperation through their hired tech- 
nicians, the editors of the labor press. 
The entry of professional newspapermen 
into the labor press not only has staffed 
the AFL papers with CIO editors, but 
has brought about a fine interchange of 
top-level ideas among all editors. Whether 
at luncheon in the National Press Club 
in Washington, or at a get-together of 
the New York Guild, labor editors find 
that, though their employers may be bit- 
ter rivals, their own problems are more 
or less the same. 

Can it be that the editors of the labor 
press will some day play a vital role in 
resolving the differences between the two 
great American families of labor unions, 
and thereby bring about the long-awaited 
labor peace? 


—Booton HERNDON. Nation’s Business, June, 1954, p. 66:6. 


What Do Industrial Relations Executives Read? 


INDUSTRIAL RELATIONS MEN use a variety of published sources—including union 
periodicals—to keep abreast of developments in their field, according to a study 
recently conducted at Cornell University. 

More than half of the 300 who participated in the survey reported that they 
took more than four specialized periodicalsk—and 40 per cent took as many as nine. 
Only seven of those replying stated that they did not take any of the periodicals 
listed in the survey questionnaire. 

Two out of three used services published by more than one organization. Only 
16 of the companies did not subscribe to at least one of the services listed. The 
majority also received other bulletins, services and reports—such as the American 
Management Association Personnel Series (68 per cent) and the Conference 
Board Studies in Personnel Policy (53 per cent). 

One-half subscribed to union periodicals; and 46 companies took two. One 
company subscribed to no less than 13 union publications. Most commonly read 
publication was the CIO News, to which 24 per cent subscribed. 

60 per cent of respondents also got bulletins and reports from university 


research centers. Twelve companies regularly receive bulletins from five different 
universities. 


—Industrial Relations News (Industrial Relations Newsletter, Inc., 
230 West 41 Street, New York 36, N. Y.) 7/24/54 
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Nail That Rumor Down! 


WHILE BUSINESS generally seems to be breathing more comfortably, in any com- 
pany that has been touched by production cutbacks and accompanying layoffs 
the air is still charged with fear and doubt. 

Take the case of Company A, whose misfortunes probably can be duplicated 
in many other concerns. Because of a slow adjustment to a peacetime economy, 
Company A was gradually forced into heavy production cutbacks, followed by 
layoffs. Out in the plant the men gathered in conversational knots, letting the 
work look after itself. Word went around that the company was ready to close 
down indefinitely, that it was up for grabs. 

As pressures mounted, management suddenly became aware of the need to 
communicate the facts. Here are the rules management is now following—and 
wished it had observed earlier: 

1. Make a firm, clear statement on the entire situation, letting employees know, 
insofar as possible, just where they stand. 

2. Get the facts before the right groups, in the right order. Supervisors heard 
the company’s story first, then the representatives of the union, then the employees 
and their families and, finally, the community. 

3. Establish the sources of future rumors. Company A is now trying to iden- 
tify the sources of rumors—to make sure that it doesn’t lose control of its com- 
munications again. 

4. Establish the means for checking future rumors quickly. The management 
is now aware that, if it takes 24 hours for a communications man to get a rumor 
afirmed or denied, the cause is probably lost. If a communications man can't 
get to the policy-making level in a hurry, he cannot possibly act effectively. 

5. Provide the means for settling rumors. The company officials concede that 
the whole mess developed because rumors went unchecked. They know now that 
the rumor rebuttal must be fast and reach far. 

6. Check promptly to see whether a management explanation is accepted. 
Management is now convinced that the company that must reply to a rumor is 
logically suspect; hence its explanation must be thorough, and leave no room for 
misinterpretation. When a company corrects a rumor only in part, the rumor is 
likely to gain new support. 

7. Set up a method for detecting rumors. An organized attempt must be 
made to ferret out rumors in their early stages. Supervisors in Company A have 
been asked to cooperate in the effort to scotch rumors at birth. The employee 
publication editor is another likely source of information, and under him, the 
corps of plant reporters, whose ears are presumably close to the ground. 

—The Score (Newcomb & Sammons, 224 East Ontario Street, Chicago 11, Ill.) 6/15/54 


For Stay-Home Vacationers: A Company Outing 


SURROUNDED BY MUSIC and bucolic sights, 12,000 vacationing employees of Radio 
Corp. of America’s Camden (N. J.) plant frolicked at nearby Augusta King Farm 
recently when the company staged its annual “day at the fair.” 

For the past two years, RCA has sponsored the farm outing for employees and 
their families who could not afford to get away from home during the plant's two- 
week summer shut-down when all employees take their vacations. The company 
transports vacationers to and from the farm, and foots most of the bill for this 
and other holiday programs. More than half its Camden employees, RCA learned, 
had been forced to stay at home because of large families or small bank accounts. 
—Business Week 8/7/54 
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HOW TO MEET AND BEAT THE COMPETITION 


Thue return of a buyers’ market is hav- 
ing a strong impact on all levels of man- 
agement. The sales department is now 
cast in the unfamiliar role of hustling 
for orders. Research and marketing are 
busily searching for new products. The 
production planning experts are trying 
to devise new methods and new machines 
for doing the same jobs in less time. 

But all these efforts, no matter how 
well intentioned, can easily fail unless 
that man on the bottom of your organiza- 
tion chart—the rank-and-filer—is brought 
successfully into the act. 

Here are only a few of the many 
techniques and methods used by manage- 
ment to spur employee cooperation in 
this all-out cost-saving and cost-cutting 
campaign. 

The first law in employee relations is, 
“Talk up—give the facts.” If it’s com- 
petition that now calls for a “new way 
of life,” don’t just bemoan the situation 
privately. Tell it to your employees. 

After a three-week trip across the 
country visiting customers, a vice presi- 
dent of Cannon Electric Company (Los 
Angeles, Calif.) didn’t keep his findings 
exclusively for management ears. He sent 
a message to all employees giving them 
a run-down of his impressions. “All our 
customers,” he said in part, “are inven- 
tory-conscious. Consequently, we must 
expect the bulk of our orders to be on 
shorter delivery schedules. To keep our 
customers, we must make deliveries on 
time.” 

Introduction of a new product was 
made the occasion for an employee cele- 
bration at Dayton Pump & Mfg. Com- 
pany (Dayton, O.). Management ran a 
lunch-time party at which the plant man- 
ager explained the workings of the new 
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item (a jet pump) and discussed how it 
fitted into the sales plans of the company. 
The party was followed up with a letter 
to each employee’s home emphasizing that 
the cooperation of all would be necessary 
to put the new product over and “beat 
the competition.” 

Every employee is a “salesman” at 
TWA (Kansas City, Mo.). “Tip Sheets” 
are distributed through which workers 
can furnish the sales department with 
business leads. “Get the business” is the 
gist of management’s appeal. 

You can have the best-designed and 
best-engineered item in the world, but if 
it’s put together poorly it won't sell. 
Quality-control programs directed at the 
rank-and-file level are on the upsurge, 
and the new angles are many. Here are 
some that you may find interesting: 

A highway map is a key exhibit in the 
program under way at American Safety 
Razor Company (Brooklyn, N. Y.) to 
help employees understand quality-control 
charts. The map shows an empty road 
running into the horizon. The safe-driv- 
ing concrete portion of the road is com- 
pared to the safe area for high-quality 
merchandise. The soft shoulder on each 
side is the danger area—merchandise that 
slips off into this area must be reworked 
before it can be put on the market. 
The ditch next to the soft shoulder rep- 
resents the point where the product is 
no longer usable and must be scrapped. 
This map has been quite effective in re- 
lating a technical matter like quality con- 
trol to an everyday condition all employ- 
ees can readily understand. 

“Poor Quality Costs You Money” has 
become the byword of every employee 
at Jones & Laughlin (Pittsburgh, Pa.). 
The slogan is pazt of a sweeping program 
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to make employees quality-conscious. 
Other facets of the program include: (1) 
a tailor-made poster highlighting custom: 
er complaints during 1953; (2) displays 
of steel which failed to receive customer 
approval; (3) letters from top manage- 
ment sent to employees’ homes pointing 
up the relationship between better qual- 
ity and job security; and (4) periodic 
talks by supervisors on specific bad habits 
of employees which result in poor quality 
products. 

Employees at Westinghouse (Pitts- 
burgh, Pa.) were handed some sober ad- 
vice in an editorial in the company’s pa- 
per. The gist of it was that customers 
don’t buy Westinghouse products merely 
because they come from a big company 
with a big payroll. “Business doesn’t 
come that easy. We have lots of com- 
petitors, and our size doesn’t scare them 
a bit. We win the customers’ orders only 
when we can out-perform our rivals on 
quality, delivery and service—and when 
our price is right. How well we perform 
is up to us.” 

The suggestion system as a means of 
stimulating new ideas that will help a 
company beat the competition is often 
overlooked. Some wide-awake concerns 
have recently used the theme of “com- 
petition” to encourage greater employee 
participation in the suggestion system. 

For example, a “New Products Con- 


test” was launched in June at Corning 
Glass Works (Corning, N. Y.) to un 
cover ideas for new glass products. Be- 
gun with much fanfare and publicity, the 
contest was scheduled to run for five 
months. Special entry blanks were pro- 
vided, and many prizes will be awarded, 
with the jackpot being $1,000 or a 15- 
day all-expense tour for two to Cali- 
fornia. The contest was open to any em- 
ployee eligible for awards under the regu- 
lar suggestion system. 

One way to spur employee interest in 
new products is to hold a “name” contest. 
Republic Aviation (Farmingdale, N. Y.) 
asked employees to submit a name for a 
new jet. Seven employees hit upon the 
winner, “Thunderflash.” Prizes: a $25 
bond to each. 

The keynote of a campaign being con- 
ducted among employees of Pitney-Bowes 
(Stamford, Conn.) is “help sales.” The 
suggestion system has been brought into 
play with a special contest. Every month 
the best suggestion on how to “help sales” 
wins a $50 bonus in addition to the nor- 
mal award. 

Firestone Rubber (Akron, O.) has a 
new twist for encouraging greater partici- 
pation on the part of supervisory person- 
nel heretofore unrewarded financially. 
They may receive awards for suggestions 
pertaining to departments not under their 
jurisdiction. 


—Employee Relations Bulletin (National Foremen’s Institute, Inc.) July 7, 1954, p. 1:9. 


The Ideal Worker 


HE'S AN OLDER MAN with a wife and children. He has been with the company 
more than 5 years. He likes his job, likes his shift, considers his supervisor a “good 


” 


planner, 
to hear his gripes. 


thinks goals set for him are “‘reasonable’—and feels his superiors want 


This composite portrait of the “ideal worker” is projected from the findings of 
a study conducted jointly by the Caterpillar Tractor Co. and the Survey Research 


Center of the University of Michigan. 


The projection is the result of sifting the following 10 factors that were found 
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to influence the productivity of workers: (1) length of service—most high-producing 
workers have been employees more than five years, low producers less than three; 
(2) worker's experience before joining the company—previous experience was 
found to increase productivity; (3) number of dependents—workers with wives and 
children have better records; (4) age—older workers make up in experience what 
they lose in physical slowing-down; (5) liking for the job; (6) liking for the 
shift; (7) satisfaction with facilities provided on the job; (8) quality of planning by 
worker’s immediate boss; (9) confidence in the reasonableness of the goals set for 
him; (10) belief that his views are of interest to his superiors. 


—American Business, Vol. 23, No. 12 


A Suggestion Campaign That Paid Off 


A “WIPE OUT WASTE” campaign conducted at the Minneapolis Star and Tribune— 
with cash awards, merchandise prizes and extra vacation providing the incentive— 
recently produced a wealth of employee suggestions on ways to save money and 
reduce unnecessary expense. 

Built around the newspaper's regular suggestion system, the “WOW” campaign 
produced 1,266 suggestions in six weeks. More than 500 individuals, representing 
every department in the plant, participated and cash awards totalling $1,610.50 
were paid on 199 adopted suggestions. To promote competition, all departments 
in the plant were divided into teams, each headed by a captain. 

In addition to regular cash awards, two special prizes were given—to the worker 
who submitted the greatest number of usable suggestions, and to the captain of the 
team with the best suggestion record. These prizes consisted of an extra week of 
paid vacation (in addition to the three weeks regularly given by the company) with 
all expenses paid at one of Northern Minnesota's most famous resorts. 

As an additional means of promoting the flow of suggestions, the Star and 
Tribune gave away valuable merchandise prizes at drawings held each week in 
the employees’ cafeteria. To become eligible, an employee must have received a 
cash award during the week for an adopted suggestion, or have received a “Thought 
and Effort” prize chance on a suggestion which, though not adopted, showed 
constructive thinking and an earnest effort to eliminate waste. About 900 “T & E” 
awards were made. 


Fringe Fable 


A MAN applying for employment with a certain industry asked the personnel man- 
ager: “Does the company pay my Blue Cross insurance?” 

“No, you pay for it; it’s deducted from your salary each month,” he was informed. 

“Last place I worked they paid for it,” the applicant said. 

“Did they pay for your life insurance policy, too?” the interviewer asked. 

“Sure.” 

“Did you have profit sharing?” 

“Sure thing.” 

“Two and three-week vacations?” 

“Tep. 

“A guaranteed annual wage?” 

“Yes, and they had big bonuses, and gifts for your birthday, and —" 

“Why did you leave?” 

“The company folded.” 


—PIRA-Scope (Personnel and Industrial Relations 
Association, Inc., Los Angeles, Calif.) 5/54 
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REST-PERIOD PROVISIONS IN UNION AGREEMENTS: A SURVEY 


Paw rest periods during regular work- 
ing hours were provided by nearly one- 
fourth (417) of a total of 1,842 collective 
bargaining agreements analyzed in a re- 
cent Bureau of Labor Statistics study. 
The agreements with paid rest-period 
provisions covered approximately 1.6 
million workers. 

Several factors contribute to the for- 
malization of rest periods—primarily the 
psychological and physical demands of 
modern industry upon workers and the 
requirements of plant operation or disci- 
pline. Unrelieved fatigue, whether phy- 


sical or mental, may adversely affect safety 
and the quality and quantity of output. 
From the psychological standpoint, mo- 
notony and routine tend to dull alert- 
ness; for physical health, a “break” from 
work is required by employees engaged 


in heavy manual labor and by those whose 
work pace is determined by the machine. 

The choice between allowing workers 
to take a rest period when and as long as 
they require it and formally setting aside 
a fixed period for that purpose depends 
largely upon the requirements of plant 
operation. Adoption of formal provisions 
often permits more efficient scheduling 
of plant operations, particularly where 
constant attendance at machines and work 
stations is required. The need for for- 
malizing the practice tends to grow with 
the size of the establishment. The incor- 
poration of a rest-period provision into 
a collective bargaining agreement also 
places some responsibility upon union of- 
ficials to prevent abuses. 

In a comparison by industry group, 
manufacturing industries accounted for 
almost four-fifths of the agreements pro- 
viding paid rest periods. Nearly one- 
fourth of the manufacturing agreements 
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studied, and slightly less than one-fifth of 
the non-manufacturing agreements, con- 
tained such provisions. 

Not all of the 1.6 million workers cov- 
ered by agreements providing paid rest 
periods benefited by such allowances. A 
total of 371 of these 417 agreements spe- 
cifically indicated whether paid rest pe- 
riods were to be given to all employees, 
to women only, or to employees in certain 
jobs or occupations only. One-fourth of 
these agreements restricted rest periods to 
women only or to employees in specific 
occupations or departments. 

The occupational groups granted rest 
periods generally were on continuous op- 
erations requiring relief workers to tend 
machines or work stations, “highly fa- 
tiguing,” or “continuous repetitive” jobs, 
jobs involving special physical demands— 
e.g., painting in closed spaces, etc. 

The total time allowance for rest pe- 
riods was from 20 to 30 minutes per day 
or full shift in slightly over 60 per cent 
of the agreements. This pattern was 
equally prevalent in manufacturing and 
non-manufacturing industries. 

The most prevalent practice, found in 
over four-fifths of the agreements, was 
to provide two rest periods per full shift. 
About four-fifths of the 280 clauses spe- 
cifying two rest periods made explicit 
provision for scheduling a rest period in 
each half-shift. 

In cases where only one formal rest 
period was granted, over half of the agree- 
ments scheduled it for the first half-shift; 
a few specified the second work period; 
and the others failed to indicate the 
timing. 

Ten-minute rest periods were most 
common, appearing in 55 per cent of the 
agreements specifying the length of the 
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rest period. Such periods were specified 
in about one out of every two manufac: 
turing agreements providing paid rest 
periods, and one out of every six non- 
manufacturing agreements. The propor- 
tions were reversed with respect to 15- 
minute rest periods for nonmanufactur- 
ing and manufacturing. The transporta- 
tion and communications industries, par- 
ticularly, made use of 15-minute rest 
periods. 

Scheduling of rest periods was dis- 
cussed in about half of the agreements. 
Most commonly, the rest-period time was 
to be set by the company, though some 
agreements provided for scheduling by 
joint decision of company and union. A 
few listed the specific time of the rest 
periods. A number of agreements in- 
cluded provisions apparently designed to 
schedule the rest periods so as to break 
up the work day at relatively equal in- 
tervals. Some, for example, specified that 


rest periods were to be scheduled as nearly 

as possible midway in the half-shift. 
Rules designed to secure compliance 
—Monthly Labor Review 


with the time limits set for rest periods, 
or to maintain order and discipline so as 
to minimize interruptions to production, 
or general statements cautioning against 
abuse were prescribed in about three- 
fourths of the agreements with paid rest- 
period provisions. 

To insure against employees overstaying 
their rest period, some agreements re- 
quired them to return to their workplaces 
within the time set. If abuses occurred, 
rest periods could be discontinued under 
some of these contracts; in others, how- 
ever, this recourse was provided only if 
the abuse continued after the union had 
been apprised of the abuse or of possible 
cancellation of the rest period. Specific 
reference to discipline for exceeding the 
time limits or for violating other rest- 
period conditions was included in a few 
agreements. Pay deductions for exceed- 
ing the designated time allowance were 
specified in two agreements—in one case 
amounting to slightly more, and in the 
other slightly less, than the amount of 
pay for the length of the rest period. 


, Vol. 77, Mo. 3, p. 32:5. 


How Good Supervisors Use Their Time 


THE PRINCIPAL INVESTMENT required of a supervisor is his time. How wisely he 
uses it determines to a great extent his success or failure. The successful supervisor 


invests it in: 


1. Working hard; effort is the price of success. 


S 


Planning the work. Planned jobs are done more efficiently and safely. 


3. Studying his company and its products. 


4. Investigating new ideas and approaches that can help solve problems and 


increase efficiency. 


5. Making an attempt to understand his people. Understanding is one of the 


most valuable supervisory tools. 


6. Listening. Taking our cue from the fact that we have two ears and only 
one mouth, we should listen twice as much as we speak. 


7. Keeping personal affairs in order so that he'll be free to concentrate whole- 


heartedly on his job. 


8. Relaxing. Recreation keeps the spirit from going stale. 


—Supervisor’s Bulletin (The 
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Heart Disease and Employment—A Policy Survey 


IT HAS LONG been recognized that the patient with heart disease needs to be as- 
sured a place in our society as a worker engaged in competitive and productive 
employment. To determine what progress is being made toward this objective, a 
survey was conducted recently among 105 industrial physicians. 

Twenty-four per cent of those surveyed reported that they regularly hired cardiacs 
as new employees; 50 per cent said they did this occasionally; 16 per cent, seldom; 
and 10 per cent, never. 

Eighty-eight per cent said their companies always retain workers who develop 
heart disease while already employed; 11 per cent retain them occasionally; 1 per 
cent seldom retain them; and none said they never retained them. 

These data suggest that at this time of near-full employment, heart disease does 
not appear to be a serious deterrent to employment, only 26 per cent of the 
physicians indicating that they seldom or never employed known cardiacs. This 
finding appears even more noteworthy in view of the fact that in 25 per cent of 
the industries the physical demands of the job were considered “great.” 

The belief of 30 per cent of the physicians that cardiacs were a heavy burden 
on company-sponsored insurance programs is at wide variance with the opinion 
expressed by representatives of their insurance carriers. Companies writing group 
insurance for industry have not had unfavorable experience with cardiac employees 
and do not look upon their inclusion in the insured industrial population with any 
concern, it was found. 

—Epwarp M. Kung, M.D., in Industrial Medicine and Surgery, Vol. 23, No. 3 


Facts and Figures on House-Organ Publication 


HOW BIG A JOB is it to put out a company publication? A recent survey conducted 
among 125 editors of large-company house organs selected at random from the 
Printers’ Ink Directory of House Organs reveals some interesting facts and figures. 

Of 125 company publications included in the survey, 76 were internals, 22 
were externals, and 27 were combination publications. Circulation figures ranged 
all the way from 500 to 2 million, with the majority (32 publications) being in 
the 10,000 to 20,000 class. However, 17 of the publications were over the 100,000 
mark in circulation, including five above 500,000. 

Total circulation of these 125 publications is 11,159,850. Figuring a little less 
than three readers a copy, that meant a readership of 30 million. There is 
little, if any, correlation between staff size and circulation. 

Most of the publications (61) are monthlies. Twenty-four are bi-monthlies; 11 
quarterlies; nine bi-weeklies; five weeklies. Nine are published 10 times a year; 
the remainder come out anywhere from twice a year to 11 times a year. 

Staff makeup fluctuates considerably. The average editor has a trifle less than 
3 full-time staffers, a trifle more than one part-time staffer, and 33 correspondents. 
Ten of the editors have full-time staff photographers. Some 52 editors enjoy part- 
time photographic assistance. Twelve editors use free-lance photographers exclu- 
sively, while 62 others indicate they use both staff and commercial photographers. 


—R. L. Baker (Editor, Standard Torch) in Reporting (International Council of 
Industrial Editors, Inc.) 7/54 





TEEN-AGERS are increasing in numbers faster than the over-65 group, statistics show. 
Today there are 15 million boys and girls; by 1965, according to government esti- 
mates, there will be nearly 25 million. 

—Hanover Pension Bulletin (The Hanover Bank, New York) 
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HOW TO DEAL WITH RESISTANCE TO CHANGE. 
By Paul R. Lawrence. Harvard Business Re- 
view (Soldiers Field, Boston 63, Mass.), May- 
June, 1954. $2.00. The thesis of this article is 
that people do not resist technical change as 
such, and that most of the resistance which 
does occur is unnecessary. Mr. Lawrence ex- 
amines the behavior of executives, staff men, 
and operators, offering several suggestions for 
minimizing friction when a change is instituted. 
Since resistance is often created because staff 
specialists are preoccupied with the technical 
aspects of new ideas to the exclusion of human 
factors, management should emphasize new 
standards of performance for staff specialists 
and encourage them to think in new ways, 
the author advises. 


PLANNING AHEAD FOR RETIREMENT. By Lee 
Laird. Personnel Journal (Swarthmore, 
Penna.), June, 1954. 75 cents. A case re- 
port on the comprehensive retirement plan- 
ning program in effect at Standard Oil Com- 
pany of California. The program, which uti- 
lizes pre-retirement counseling, yearly medi- 
cal checkups, a series of personal letters, and 
various types of special literature, goes into 
motion when the employee reaches age 55— 
fully 10 years before normal retirement. 


THE UNION THAT GREW UP: AN INFORMAL 
PORTRAIT OF THE UAW. By Mary Heaton 
Vorse. Harper's Magazine (49 East 33 Street, 
New York 16, N. Y.), July, 1954. 50 cents. 
The United Automobile Workers was founded 
19 years ago, when a few workers began 
meeting secretly in a basement. Now it has 
become America’s biggest union—and a wel- 
come, responsible member of the community. 
Here a veteran labor reporter tells how the 
UAW “grew up” in this brief period. 


ATTITUDES TOWARD OLDER WORKERS. By 
Wayne K. Kirchner and Marvin D. Dunnette. 
Personnel Psychology (Mount Royal & Guil- 
ford Avenues, Baltimore 2, Md.), Summer, 
1954. $2.00. Outlines the development and 
use of an attitude scale designed to measure 
attitudes toward the employment of older em- 
ployees. The results of a study reported here by 
the authors suggest that the individual's own 
age is likely to be an important factor in de- 
termining his feelings toward older workers, 
and that supervisors, old or young, are less 
likely than other groups to be favorably dis- 
posed toward the employment of older persons. 
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THE CAREER SYSTEM IN BUSINESS. By Garret é 

Bergen. Public Administration Review 
(American Society for Public Administration, 
1313 East 60 Street, Chicago 37, IIl.), Sum- 
mer, 1954. $2.00. A top-flight personnel execu- 
tive evaluates some of the strengths and 
weaknesses of current management efforts in 
the field of executive development and ad- 
vances a number of practical ideas for keeping 
a development program realistically geared to 
the company’s and the trainees’ needs. 


THE PERSONNEL FUNCTION OF A COMPANY 
LIBRARY. By John Hennig. Personnel Journal 
(Swarthmore, Penna.), June, 1954. 75 cents. 
In order to fulfill its service function, the 
company library must do more than meet spe- 
cific requests for information. The librarian 
should regularly bring to the attention of 
staff members valuable material in their fields 
of interest and see that they are kept currently 
informed by close surveillance of routings to 
eliminate delays. Means of meeting these ob- 
jectives and of making material more readily 
accessible are discussed here. 


WHAT MAKES A GOOD FOREMAN? By Alfred 
G. Larke. Dun’s Review and Modern Indus- 
try (99 Church Street, New York 8, N. Y.), 
July, 1954. 75 cents. A report of the find- 
ings that emerged from two recent studies by 
the Survey Research Center of the University 
of Michigan—the first, a study of the factors 
that determine how cost-conscious a foreman 
will be; and the second, a comparison of the 
workers’ evaluation of a foreman as against 
the evaluations of his superiors. In the 
latter study it developed that ratings of fore- 
man effectiveness by both higher management 
and subordinates tended to coincide. 


THE ECONOMICS OF TRADE UNION ORGANIZA- 
TION AND ADMINISTRATION. By Monroe 
Berkowitz. Industrial and Labor Relations Re- 
view (Cornell University, Ithaca, N. Y.), July, 
1954. $1.50. In this article the union is ap- 
praised as a business organization which must 
equate its expenditures with its income and 
must therefore operate within the rules of 
economic logic. Analysis of its financial prob- 
lems, according to the author, may explain the 
slow expansion of union membership, the con- 
centration of strength in urban areas, and 
the increasing tendency to seek members in 
diverse crafts and industries. 
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HOW TO GET BETTER RESULTS FROM EMPLOYMENT AGENCIES 


Ax one time or another, almost every 
executive responsible for hiring office 
personnel has concluded an interview 
with a completely hopeless job applicant, 
and has reflected, with bitterness and 
awe, on employment agencies. He has 
probably taken the time to make a prom- 
ise to himself—as soon as the labor mar- 
ket eases a little, he will set up some 
hiring procedure that will relieve him of 
dependence on any agency. 

The only thing wrong with his view- 
point is this: As often as not the totally 
unqualified job applicant who appears 
with an agency referral slip in his hand 
is there because the executive who has to 
interview him did not do his job thor- 
oughly in the first place. 

One of the most frustrating—and most 
frequent—experiences faced by employ- 
ment agencies is the call for a “book- 
keeper” or a “stenographer.” No fur- 
ther details are given, except the salary 
offered. It is only after an irate person- 
nel manager has called back to tell the 
agency about the shortcomings of the 
candidates being sent to him that the 
agency learns he wants a bookkeeper also 
qualified to do half a dozen other spe- 
cialized jobs, or a stenographer who is 
fluent in Spanish. 

A good employment agency can be 
enormously useful to an employer, but 
even the best agency can function effec- 
tively only if the employer cooperates 
with it. And there are three major com- 
plaints agencies have about a great many 
employers’ hiring habits: 

The one-word job description, which 
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gives the agency no picture whatever of 
all the various added talents the em- 
ployer requires for the particular job. 

The other extreme—where the em- 
ployer stipulates that he requires a crack 
stenographer, who must read and write 
French, German, and Italian, fluently, 
have at least three years’ experience in a 
company in the same line of business as 
his, and who must also be ready to go to 
work at nine o'clock the next morning. 
No matter what the agency does for 
this employer, it can’t win, unless by 
some rare chance it happens to have ex- 
actly the person he is looking for already 
registered, and willing and able to take 
on a new job on a few hours’ notice. 

The “free ride”—listing one opening 
with ten to fifteen agencies. This is the 
particular bane of agency people, who 
point out that it makes their job and the 
situation of the job applicant twice as 
difficult, without benefiting the employer 
in any way at all. 

“After all,” Anne Cronin, head of 
New York’s Bing-Cronin Agency, points 
out, “any person searching for a job is 
going to find an ad calling for a person 
with exactly his qualifications even if 
only one agency inserts it. If a dozen 
different agencies advertise the job, with 
each agency ad worded slightly differ- 
ently, the applicant may spend hours 
going to agency after agency before he 
realizes they're all talking to him about 
the same job. The agencies, on the other 
hand, have all spent money and time on a 
project where only one of them can pos- 
sibly win.” 
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And the employer, nine times out of 
ten, doesn’t see any more applicants for 
the job than he would have if he had 
used one or two agencies. 

Generally speaking, what most agency 
people recommend is that employers 
search out agencies which seem to do a 
good screening job and then work with 
them on a more or less exclusive basis. 
This would not necessarily mean that all 
job orders for every type of opening 
would go to one agency, but it would 
mean that most jobs within a given cate- 
gory would be referred to an agency 
which had proved reliable in providing 
qualified applicants in that category. If 
one agency is used over a period of time, 
the agency people become thoroughly fa- 
miliar with the client company and its 
specific requirements. Given enough ex- 
perience in serving the needs of a com: 
pany, agency interviewers can reach the 
point where their screening process for 
applicants for jobs with that company 
becomes extremely precise. 

For most secretarial and clerical jobs, 
Miss Cronin recommends that the em- 
ployer search out a good agency in his 
own neighborhood. For with clerical and 
secretarial workers the determining factor 
in whether they'll take a particular job 


is very often its location. And generally 
speaking, girls will register first with an 
agency that is in the area where they 
want to work. 

This somewhat cavalier approach to 
job-seeking seems to stem directly from 
the secretarial and clerical shortage— 
which still remains acute, according to 
Miss Cronin. Beginning typists’ jobs at 
$55 a week go begging, and it is only in 
the more highly skilled secretarial cate- 
gories carrying salaries of $85 to $100 a 
week that applicants are fairly plentiful. 

Properly used, the employment agency 
can be an effective extension of a com- 
pany personnel department. A_ good 
agency does a good screening job, and 
insures that the office personnel execu- 
tive is not bogged down in long hours of 
interviewing unqualified people. It very 
often can produce qualified people for 
any type of job faster than direct com- 
pany recruitment procedures could. Be- 
cause so many high caliber employees 
prefer to apply for a job through an in- 
termediary—in this case the agency— 
rather than through direct application at 
an employment office, the agency is also 
able to supply quality personnel for jobs 
above the routine level where direct re- 
cruitment often fails. 


—Rosert M. SMITH. Office Management, July, 1954, p. 12:5. 


Overtime Pay Practices for Office Workers—A Survey 


FORMAL PROVISIONS for overtime pay cover between 92.9 and 99.5 per cent of all 
office workers (both organized and unorganized) in 11 large labor-market areas 
studied by the Bureau of Labor Statistics between September, 1953 and January, 
1954. The great majority of these clerical employees are paid at the rate of time 
and one-half for all work over 40 hours a week. 

In seven of the areas studied, more than 75 per cent of office workers are paid 
time and one-half for overtime. But this rate applies to only 69.3 per cent of 
office workers in New Orleans, 64 per cent of those in San Francisco-Oakland, 
50 per cent of Philadelphia clerical workers, and 41.3 per cent of those in Newark 
and Jersey City. In the Newark-Jersey City and Philadelphia areas, however, from 
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13 to 15 per cent of office workers are paid time and one-half after less than 40 
hours a week. 

Practices on premium pay for work over eight hours a day vary more widely 
than those on weekly overtime. Daily overtime coverage ranges from 28.8 per 
cent of white-collar workers in Memphis to 79.1 per cent of those in Portland, Ore. 
There is considerable variation also by industry. 

With respect to workers covered by formal daily overtime provisions, time and 
one-half for work after eight hours is the prevailing rate. Double time for weekly 
overtime is paid to office employees in only three of the cities surveyed. Portland, 
with 3.3 per cent of employees getting this rate, has the biggest proportion. 

Office workers in factories and public utilities are paid weekly overtime more 
frequently than those in wholesale and retail trade, and daily overtime is more 
frequent in public utilities than in any other industry group. With these excep- 
tions, industry practice varies so much from city to city that there is no consistent 
pattern. 

—Labor Policy and Practice (Bureau of National Affairs, Inc.) 8/13/54 


“Shaking Hands” with New Office Workers 


MODERN INDUSTRIAL EMPLOYEES, often working on a single small part of a com- 
plex product, lose their sense of identity with the enterprise and suffer in morale 
because their operation seems so remote from the company’s total purpose. Office 
workers, dealing with paper records, can feel even farther removed from the heart 
of the enterprise. 

At Firestone Tire & Rubber Company (Akron, Ohio) the endeavor to integrate 
the employees with the whole operation begins the day they come to work. More 
than 2,000 employees, in groups of five to 40, twice to five times a week, have 
gone through the orientation program the company calls “Shaking Hands with 
Firestone.” 

Office employees are inducted in separate groups. Aside from the usual instruc- 
tion in company rules and benefit programs, the new office people are told the 
company’s history, shown through the research laboratory, shown tires in the mak- 
ing, and given a customer’s-eye view of Firestone in the model store, also used for 
sales training. 

—Dun’s Review and Modern Industry, Vol. 63, No. 2312 


The Biggest Files on Earth 


WHENEVER you fill out a government form there is little satisfaction in knowing 
it will add to the largest file of official papers on earth. Stored federal records 
are in charge of the General Services Administration, an agency which the Institute 
of Life Insurance calls “the world’s biggest housekeeper.” The records are scat- 
tered in warehouses all over the country. Some are stored in garages; one batch 
is kept in an old torpedo arsenal near Washington. If brought together, all these 
federal letters, documents, and forms would fill seven buildings each the size of 
the Pentagon, the world’s largest office building, with 150 acres of floor space 
and a working force of 32,000 people. 

For taxpayers the most disheartening fact is that this store of federal records 
grows steadily at the rate of a million cubic feet a year. This means adding 333 
freight cars (2'4 miles of them) full of records every 12 months. 

Every business in the country would save time and labor if the government 
managed to cut down sharply the volume of records it is required to keep—to say 
nothing of the copies of records business is required to keep. 


—The Biddle Survey (Biddle Purchasing Co., New York) 7/20/54 
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ELECTRONICS WEARS A WHITE COLLAR 


Execrronics has already made a good 
start toward providing the answer to a 
recognized problem in all fields of indus- 
try—the increasing costs of office work. 
The 1920 census statistics show there 
were 11 clerical workers for every 100 
factory workers, but today there are 25 
to every 100. Since 1900 the number of 
office workers has increased four times as 
fast as factory workers. 

While mechanization of processes has 
greatly increased production per worker 
in America’s factories and even on our 
farms, mechanization of office work has 
not kept pace. Plant production costs 
have gone steadily downward, while of- 
fice costs are constantly reaching new 
highs. 

Punched card tabulating installations 
have been of considerable help to business 
in absorbing the ever-increasing office 
workload. But more important today is 
the need of business for information on 
an accurate current basis, so that impor- 
tant decisions can be made with a knowl- 
edge of the company’s present status. 

Despite the speed and efficiency of 
punched card tabulating, electronic 
specialists report that figures can be 
handled electronically at more than a 
thousand times the speed of most punched 
card equipment. At General Foods we 
have had some indication of the savings 
in cost which can result from the applica- 
tion of electronic principles. 

All products sold through the com- 
pany’s general sales organization are con- 
verted to standard units. For example, all 
cereals are converted to a 10-lb. unit. 
When the system was first installed, every 
single sale of an item had to be converted 
from number of cases to number of units 
on the salesman’s order form. Then came 
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various processes of tabulating, summariz- 
ing, and proving. 

With the use of an electronic calcula- 
tor, the sales organization now computes 
the total number of units only at the end 
of each month. The summary cards for 
each product code, with a deck of master 
cards in which the conversion factor has 
been punched, are run through the cal- 
culator at an average of 100 cards per 
minute. The calculator multiplies the 
number of cases in the summary card 
by the conversion factor in the master 
card, punches the result in the summary 
card, and verifies the accuracy of its 
work. This has saved undetermined thous- 
ands of dollars and man-hours. 

Tremendous strides are being made by 
the more than 200 manufacturers who 
are working on electronic computing 
equipment today. In just the past six 
years, speeds of input to the machine 
have been increased, a memory or storage 
factor of information has been intro- 
duced, and the rate of computation and 
reporting of results greatly speeded up. 
The industry’s present problem is feeding 
the information to the machines and be- 
ing able to record the results as fast as 
the machines will operate. Several high- 
speed printing devices now being tested 
may solve part of that problem. 

To use the new technology as a speed- 
ier means of preparing the same reports 
that are now prepared and to treat their 
contents in the same way they are now 
treated would be a great mistake. What 
the new tools offer is, in many cases, an 
entirely new way of handling business 
information. And this new way will not 
come into actuality without top manage- 
ment interest and support. 





We have a coordinator for electronics 
in General Foods to guide the complete 
rethinking that is necessary before we 
can determine what opportunities there 
may be for electronic applications in this 
company. It goes without saying that 
we will have to consider GF’s diverse 
operations, the equipment being manu- 
factured now, and what other companies’ 


experience has been with electronics be- 
fore we make use of this new technology. 

One writer has said: “The first Indus- 
trial Revolution substituted the machine 
for the common functions of the human 
arm. The second Industrial Revolution 
will substitute the machine for the com- 
mon functions of the human mind.” 

He may be right. Only time will tell. 


—H. H. Cauvet. Unquote (General Foods Corp.), Summer, 1954, p. 16:4. 


TIPS ON REDUCING POSTAGE COSTS 


I THE couRSsE of a single year, a re- 
duction in postage costs of as little as 10 
per cent will add up, even in the smallest 
firm, to a sum that is anything but trivial. 
Here are some ideas being used by several 
firms to cut down on postage costs. They 


are applicable to office operations of any 
size. 


1. Put one individual in charge of 
postage and make him responsible for the 
account. This discourages pilfering from 
the postage box by everyone in the office. 

2. Use business-reply envelopes instead 
of stamped self-addressed envelopes. The 
four-cent charge will never add more cost 
than the waste of a three-cent stamp on 
each letter thrown away. 


3. Enclose reply envelopes only when 
necessary. Probably half of the business- 
reply envelopes sent out elicit no quicker 
response than if no envelope had been 
sent at all. This is particularly true of 
envelopes sent with statements. 

4. Store stamps properly. Excessive 
moisture can ruin many dollars’ worth of 
stamps in any office. 

5. Check airmail use carefully. Out- 
going mail that misses airmail schedules 
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is wasted; so is mail addressed to locations 
where there is no airmail service. 

6. Use special delivery postage care- 
fully. Sending a special delivery letter to 
a post office box is a waste of money; an 
ordinary stamp will take it that far. 
Special delivery postage is also wasted 
when attached to letters that arrive in 
time for the first morning mail delivery 
anyway; the hour or so gained is seldom 
critical enough to justify the extra fee. 

7. Keep a postal mail chart in the 
office to show exactly what services are 
furnished with each class of mail. Often 
the use of a less costly service will at- 
tain the same results. 

8. Invest in a postal scale, no matter 
how small the office. Guesswork on post- 
age costs results in a terrific amount of 
waste in offices everywhere. 

9. Keep an assortment of stamps in 
the stamp drawer at all times. Using too 
much postage because the proper denomi- 
nations aren't at hand can add up to a 
sizable sum over a year’s time. 

10. Look into the use of metered mail 
for your office. Manufacturers are now 
producing small machines at an economi- 
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cal price that justify their use in many 
offices which could not handle the older 
machines. 

11. Check the weight of backing ma- 
terial used in large envelopes. Rigid, 
light-weight corrugated cardboard will 
often serve as well as heavy solid card- 
board, and it will save much postage. 

12. Is the paper being used for letters, 
forms, advertising, etc., too heavy? Often 
such papers are attractive but in many 
instances serve no purpose; they merely 
run up postage costs. 

13. Avoid the use of paper clips. The 
average clip is anything but light; it adds 


considerably to the postage bill and in 
many letters will send the postage cost 
over the first ounce into a second. 

14. Keep on hand a supply of special 
envelopes for mailing bulky material. An 
accompanying first class letter may be sent 
in an attached envelope for three cents, 
with lower class rates on the heavier items. 
The cost of the special envelopes is re- 
paid quickly in just a few mailings. 

16. Use rolls of stamps instead of 
sheets. This reduces the possibility of 
single stamps slipping away, facilitates 
control, and when used with a hand dis- 
penser keeps stamps neat and in order. 


—Ernest W. Fair. Rough Notes, August, 1954, p. 34:2. 


Keeping Correspondence Files in Trim 


FILING AND RECORD-KEEPING are the greatest consumers of space, salaries and 
equipment of all the service activities of an organization. To give effective service, 
the filing system must be purged at regular intervals to eliminate useless papers 

Forms retention is relatively easy to control. The segment lightly classed as 
“correspondence” is the usual bugaboo in a retention schedule. In some firms, 
correspondence comprises as much as 90 per cent of the total volume of records. 

Here is a simple device for controlling the filing and disposition of corre- 
spondence: 

Each file copy of an outgoing letter can be printed or stamped in the upper 
right-hand corner with a special retention form consisting of a series of blocks 
which can be checked by the dictator, before the copy is sent to be filed, to show 
how long it is to be retained. All incoming material can be similarly stamped 
and marked before being sent to file. 

In inaugurating such a plan, a control chart with examples of the type of 
material you have decided belongs in each retention period should be distributed 
for assistance in selection. A good way to introduce the procedure is to be well 
equipped with ludicrous samples of what has been kept too long in the past. 
Every office can produce specimens like, “Dear Joe: I'll meet you for lunch next 
Wednesday,” or “Pursuant to request, I enclose herewith copies of letters and 
memorandum submitted. . . .”’ dated 1907 or thereabouts. 

Under this system, everything is then filed in its proper place regardless of 
retention dates. At the end of each year, the folders are rapidly checked through 
by the clerks. In 1954, for example, the clerks remove all 1953 one-year letters; 
in 1955, all 1953 two-year letters are destroyed. Then the 1953 folder, culled 
to approximately 15 to 20 per cent of its original volume, remains static until 
1959, when it is reviewed for disposal or further retention. 

This procedure works well for any type of filing system, but is particularly 
useful in technical, executive, and planning files. 

—Leta Stropen Harvey in Office Executive 7/54 
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OFFICE WORK MEASUREMENT MAKES FOR MORE 
PROFITABLE MANAGEMENT. By Paul Holly. The 
Office (270 Madison Avenue, New York 16, 
N. Y.), May, 1954. 25 cents. The manager 
of clerical service operations at Aldens, Inc., 
describes the benefits his organization has real- 
ized from a clerical work measurement and 
wage incentive system. In one department, for 
example, production was actually doubled with- 
in six months, and errors were substantially 
reduced. Alden’s wage incentive plan has fa- 
cilitated the measurement of production re- 
quirements, increased the accuracy of cost fore- 
casts, tightened departmental performance re- 
quirements, and provided a basis for man-hour 
standards that serve as a cost-control guide. 


PRODUCTIVITY, EMPLOYEE ATTITUDE AND SU- 
PERVISOR SENSITIVITY. By Bryant F. Nagle. 
Personnel Psychology (Mount Royal & Guil- 
ford Avenues, Baltimore 2, Md.), Summer, 
1954. $2.00. The investigation reported in this 
article, conducted among 14 office depart- 
ments of a large industrial organization, re- 
vealed a high degree of intercorrelation among 
department productivity, favorable employee 
attitudes toward the work group supervisor 
and toward plant and company management, 
and sensitivity on the part of the supervisor 
to employee attitudes. The author suggests that 
if—as these findings indicate—sensitivity to 
people's attitudes makes for better leadership, 
the incorporation of this concept in supervisory 
selection and training programs may be worth 
considering. 


“. .. AND GET ME 100 COPIES RIGHT AWAY!” 
By George A. Travers. American Business 
(4660 Ravenswood Avenue, Chicago 40, Ill.), 
July, 1954. 35 cents. In this helpful article on 
office duplicating processes, the author de- 
scribes the five major processes—stencil dupli- 
cating, hectograph duplicating, photocopy 
printing, direct process printing, and _litho- 
graphic printing—together with the advan- 
tages, limitations, and comparative costs of 
each. To demonstrate how a duplicating proc- 
ess can best be chosen, the author creates a 


hypothetical duplicating problem and considers 
such factors as total load, idle machine time, 
quality, personnel requirements, and machine 
costs in solving it. In simple work, where the 
volume is reasonably steady and the quantity 
5,000 copies or less, an office can invariably do 
its own work more cheaply than the letter- 
shops with no difference in quality, Mr. Tra- 
vers believes. 


ELECTRONICS THINKING AND CLERICAL COSTS. 
By William B. Hanson. The Controller (1 East 
42 Street, New York 17, N. Y.), July, 1954. 
50 cents. Before electronic machines can be 
installed in the office, the entire clerical unit 
must be streamlined to support them, just as 
production teams are regrouped to take ad- 
vantage of new developments in technology. 
The author examines some of the changes 
necessary to prepare for the office of tomor- 
row, which will result in increased efficiency 
now—even without the actual application of 
electronics. 


NO OFFICE IS TOO SMALL FOR A METHODS IM- 
PROVEMENT PROGRAM. By Marks Alexander. 
The Office (270 Madison Avenue, New York 
16, N. Y.), June, 1954. Examines five basic 
rules of methods improvement which can be 
applied as profitably to small office operations 
as to large. The greatest single opportunity 
for savings, in the author's experience, lies in 
multiple writing operations—i.e., where a 
number of different operations are performed 
at various stages of processing invoices, ship- 
ping orders, and the like. 


BUSINESS FILES HOLD 1,200,000,000,000 
WORTHLESS PAPERS. By Joseph P. Blank. Na- 
tion’s Business (1615 H Street N. W., Wash- 
ington 6, D. C.), September, 1954. 60 cents. 
Industry's office files are glutted with value- 
less records which are costing American busi- 
ness $12 billion annually to preserve. The 
author makes a strong case for a general office 
housecleaning and cites numerous cases of 
companies that got rid of a lot of papers they 
will never miss and realized enormous savings 
as a result. 








AMA OFFICE MANAGEMENT CONFERENCE 


The Office Management Conference of the American Management 
Association will be held on Wednesday, Thursday, and Friday, October 
20-22, at the Hotel Astor, New York. 
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FIVE KEYS TO SAFETY 


From every stupy of industrial safety, 
one central fact stands out: There is no 
accident which could not have been pre- 
vented, or in which the damage could not 
have been greatly minimized. Unlike most 
other areas under management control, 
safety is one place where results are al- 
most completely proportional to effort. 

Underlying all safety efforts are a num- 
ber of common principles and techniques 
of universal and permanent value. Here 
are five vitally important factors: 

1. The human element. The average 
accident is one part situation, 19 parts 
human failure. This means that the bulk 
of any safety effort must be directed 
toward education, toward developing in- 
creased employee sensitivity and aware- 
ness, toward creating habits of thinking 
safety. A necessary corollary is that 
safety efforts must first be accepted as 
a management function—the employee 
must really think that management thinks 
safety is important. This means personal 
acceptance of safety rules and the setting 
of a good example. If smoking is banned 
as hazardous, the plant superintendent 
must himself be as scrupulous an observer 
as he wishes the rank and file to be. 

2. Good housekeeping. In firm after 
firm, experience has indicated that good 
housekeeping and good safety records 
vary in direct ratio; the foreman with 
the orderly department consistently turns 
in a low accident record. 

3. Accidents have seasons. Even the 
best-run plant seems to have a let-down 
stretch—most frequently the late summer 
and early fall. Properly recognized, this 
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seasonal pattern can permit selective tim- 
ing of safety efforts to capitalize on the 
period of letdown and make for concen- 
tration of effort at points where most 
needed. 

4. Continuous inspection. One-shot 
campaigns are money and effort wasted if 
the impetus is allowed to die down after 
the first burst of enthusiasm. The right 
approach is to assure persistence of re- 
sponsibility. Varying with the size of the 
problem, such devices as safety commit- 
tees, periodic inspection requirements, and 
safety bonus plans are all helpful. 

Some individual techniques which vari- 
ous firms have found extremely helpful 
in assuring continuous interest are (1) 
spot inspections by outside supervisors of 
the same rank as that held by the head 
of the inspected department; (2) requir- 
ing safety offenders to prepare a written 
report detailing steps which should be 
taken to avoid similar accidents, then 
serve a turn on the safety committee to 
perform actual inspection and investiga- 
tion; (3) exhibits of safety devices which 
worked—crushed or dented helmets which 
saved the wearer's life, and damaged safe- 
ty glasses, labeled to indicate which em- 
ployee would now be blind if he had not 
worn the protection. 

5. Ingenuity in home-made devices. 
Many firms have found that encouraging 
employee development of home-made 
safety devices has paid big dividends, In 
one plant, for instance, employees de- 
veloped an improved cleaner for remov 
ing hazardous dust from clothing; a spe- 
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cial safety harness for inspecting water 
tanks; and fork-lift guards which proved 
so successful that the manufacturer adopt- 
ed them as standard equipment. 

Besides the wear and tear on human 
life and energy that is saved, a safety 
program can mean almost immediate pay- 
off in reduced workmen’s compensation 
premiums. One firm, for instance, re- 


ports that in one year premiums were 
cut a full third as a result of a successful 
campaign—a financial gain that far ex- 
ceeded the cost of time and material ex- 
pended on the safety program. The com- 
pany had more or less neglected safety 
until the insurance company had threat- 
ened to curtail coverage because of the 
steadily rising accident rate. 


—Labor Report (Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y.), Vol. 11, No. 4, p. 27:2. 


IS YOUR INCENTIVE SYSTEM UP TO DATE? 


Your INcENTIVE system may have been 
carefully planned when you installed it 
some years ago. Have you kept it up to 
date to meet changing conditions in the 
shop? It’s a good idea, every so often, to 
ask yourself whether your system is still 
doing what it was originally intended 
to do. 

For maximum value, the system must 
be reasonable, logical, and consistent. It 
begins to break down if there is conflict 
between the kind of performance the 
system rewards and the kind of perform- 
ance you want. 

Quantity versus quality is the most 
common conflict set up by incentive sys- 
tems. If the system’s rewards are based 
on quantity alone, the worker has an in- 
centive to work at maximum speed, re- 
gardless of quality. Not only may he lack 
the incentive to be careful about his own 
work; there may be no incentive for him 
to reject faulty items coming to him from 
the previous operation. 

Sometimes it is reasonable and practi- 
cal to base incentive rates on good pro- 
duction, management declining to pay for 
items rejected by inspection. When 
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spoiled work can be directly attributed 
to the individual, this plan works 
smoothly. 

What's “in the rate”? Here’s another 
source of argument and discontent. In 
many incentive systems, management in- 
cludes in the rate allowances for such 
items as personal time, clean-up, fatigue, 
machine adjustments, trucking, die 
changes. However, workers are apt to 
think in terms of customary conditions. 
If something occurs to add 20 minutes 
to the customary trucking time, for ex- 
ample, there may be a beef. 

When workers begin finding ways to 
beat the rate, it’s a sure sign that an in- 
centive system is breaking down. There 
are two common abuses: (1) Unauthor- 
ized clock-outs. An employee may clock 
out during an interruption that is pro- 
vided for in his rate. (2) Producing 
while clocked out. 

These problems are familiar to man- 
agement, usually recognized and given at- 
tention. But there are others less often 
traced to the operations of an incentive 
system. 

Under an individual piecework sys- 
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tem, each employee is in business for him- 
self. Perhaps he could help the man next 
to him by a little more care in stacking. 
Why should he, under the system? It 
might cut his earnings a few cents a day. 
Or perhaps he may be irritated because 
the man ahead of him is careless in 
stacking. 

Hostility between individuals is only 
the beginning. There is often hostility 
between departments and between shifts. 
The second-shift men believe they get the 
dirty jobs, the men on first trick all the 
gravy. The second-shift men believe the 
first trick doesn’t do its share of clean-up. 

If you believe an incentive system is, 
on the whole, best for your plant, keep 
it up to date. Review your system every 
two or three years to see how it’s work- 
ing and what new problems have arisen. 
Here are some things to do: 

1. Analyze all union grievances per- 
taining to the system. Do you see any 
pattern or trend? 

2. Talk it over with the rate depart- 
ment. Do they see any difficulties, bugs, 
inconsistencies? 

3. Talk it over with foremen. Is the 
system being abused, and in what ways? 
Do they have special problems policing 
it? 

4. Get out in the shop and talk to 
some of the men. How do they feel about 
the system? 

5. Analyze the demands made by the 
union in recent negotiations. For example, 
is it trying to win average piecework 
earnings for all handicap and downtime 
situations? What grievances underly these 
demands? 

6. When you have gathered the gripes 
and grievances, put someone to work on 
a solid statistical analysis. Dig back into 
the payroll records. Is there much day- 
to-day variation in individual earnings? 
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Why? Is there evidence of loose rates, 
tight rates? What's the spread? How 
often do handicap situations occur? 

No incentive system can work well 
unless it’s understood by employees. Are 
you and your supervision doing an ade- 
quate educational job? Are new men, and 
men transferred to new jobs, given a full 
explanation of how their pay will be 
figured? 

Can each man figure his own pay? If 
not, either the education is inadequate or 
the system is too complicated. 

Have the rules about downtime, handi- 
cap allowances, clocking out, and per- 
sonal time been published and placed in 
each department? 

Is there a written record for each job 
showing how it was performed when 
time-studied for rate setting? Is this job 
method carefully explained by the fore- 
man to each new man on the job? 

When a new rate is set, does the rate 
department follow a procedure under- 
stood by both supervision and employees? 
When an employee is time-studied, does 
the rate man show him the results? Or 
is the procedure so mysterious and com- 
plicated that employees believe the sys- 
tem is rigged to yield whatever rate 
management wants? 

Is your system adequate? Does it real- 
ly provide employees with the incentive 
to perform as you would like to have 
them perform? 

If not, does the system need wholesale 
revision? Or can you add to it, provid- 
ing additional incentives? For example: 
Some companies have had success with 
waste reduction incentives. Present budget 
costs of such items as lubricants, rags, 
broken tools, scrap are established for each 
department. Management offers to share 
with employees, monthly or quarterly, 
whatever savings are realized. 
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What about departmental bonuses, each man his best performance, in quan- 


based on performance against budget? tity, teamwork—and creative thinking 
When did you last consider a profit- about his job. That ideal is difficult to 
sharing plan? realize, but it’s worth while to keep in 


The ideal incentive system elicits from mind as a goal. 


—JouN Perry. Factory Management and Maintenance, August, 1954, p. 218:7. 


Industrial Theft Control Practices—A Survey 


THEFT CONTROL PROGRAMS in industry place more emphasis on prevention of theft 
than on apprehension and prosecution of thieves, according to the findings of a 
survey on industrial security conducted recently among 100 manufacturing firms 
by the National Industrial Conference Board. 

Most of the reporting companies have adopted programs which discourage pilfer- 
ing of company property and protect employees against loss of personal belong- 
ings. Most respondents report that this type of program does not incur employee 
or public resentment. 

Many companies replying in the survey point out that they actually do not know 
the amount of their losses—one reason being that tight control systems would cost 
more than the value of the goods recovered. 

All but a few companies participating in the survey say they would search lockers 
when the need requires it; on the other hand, only about 50 per cent would search 
employees’ persons or homes. Almost all of these firms secure written permission 
to carry out such searches. 

About half of the reporting companies state that, as a general rule, they would 
consider dismissal sufficient punishment for theft, and would not prosecute guilty 
employees. Furthermore, prosecution cases can result in bad publicity for the com- 
pany, and, if unsuccessful, may lead to false arrest charges and damage suits. 

Some companies report they have reduced pilferage of hand tools and small 
power tools, which make up the greatest theft losses of most respondents, by lend- 
ing small tools to employees for home use. These tools are usually charged out 
of the master tool crib for a stated loan period (often a week-end) and a written 
package pass is issued for their removal from the plant. 

Nearly all of the companies surveyed have a package control system for inspec: 
tion of all parcels being taken out of the plant. Vehicle control systems are also 
widely used. 


Safety Sense 


It takes one minute to write a safety rule. 
It takes one hour to hold a safety meeting. 
It takes one week to plan a safety program. 


I 
I 
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takes one month to put it into operation. 


co 


takes one year to win a safety award. 
takes a lifetime to make a safe worker. 


ow ct 


takes one second to destroy it all with an accident. 


—The Supervisor’s News Digest (Consolidated Mining & Smelting 
Company of Canada, Ltd., Trail, B. C.) 5/7/54 
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PURCHASING PLANT EQUIPMENT: 


ONE COMPANY’S SYSTEM 


Tue seLection and approval of new 
equipment is a very important factor in 
a company’s long-run success. All too 
often, decisions are based on whims and 
snap judgment, the strength of a sales- 
man’s pitch, or a forecast of favorable 
business. In most firms, the basic ideas 
behind buying new equipment need care- 
ful examination. 

Though a rough annual budget, based 
on what you can save by buying equip- 
ment to maintain plant efficiency, is par- 
ticularly valuable in timing new equip- 
ment purchases, it tells you very little 
about what to buy. Good sources for sug 
gestions on equipment purchases ar2 your 
sales and product engineering departments 
and your shop itself, from which you can 
obtain information on whether to handle 
work now done outside, to improve 
methods, or to replace old equipment. 
However, in taking over work being 
handled outside, it is important to con- 
sider such factors as the full investment 
required for work in process, tooling, 
space available, and the skills of your 
operating forces. In replacing or duplicat- 
ing equipment, carefully comnare the pro- 
posed with the present practics. Make 
sure you are not influenced by the fore- 
man who has a bottleneck for two or 
three days and wishes to add some equip- 
ment, even if it has to stand idle most of 
the time. 

Each plant should determine what re- 
turn it wants to make on new investment, 
relating this figure to its earnings on exist- 
ing plant accounts. You can express the 
addition to your profits on a new in- 
vestment in percentage form, as interest, 
or in the more popular form of a required 
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payoff period. For example, if you expect 
a 15 per cent annual return, a payoff 
period of 6.6 years might be derived. 

We have all seen manufacturers’ 
claims, asserting that a certain machine 
will pay for itself, which omit deprecia- 
tion costs, taxes, and other costs attribut- 
able to the new machine. However, if a 
new machine indicates possible savings 
of, say, 25 per cent of its major cost each 
year before taxes, it may be worth ex- 
amination. 

The major question in investigating 
new equipment should be: How much 
of the time will it be earning a return? 
An idle machine is not going to be earn- 
ing even its depreciation allowance. At 
our company, figuring starts with the 
hours of operation of the proposed ma- 
chine, and if we are comparing the item 
with present equipment, we begin the 
comparison on this basis. 

The new machine may often cost more 
per use-hour than the present machine. 
It almost certainly will if you have, say, 
1,800 hours of work on the present 
machine and 1,000 hours on the new 
machine to complete all your plant re- 
quirements. For example, annual depreci- 
ation and electrical power per use-hour 
are usually higher on a new machine. 
Supplies may be the same annually, but 
higher per use-hour if the new machine 
will work fewer hours than the old one. 
Estimated repairs may be somewhat less. 
Certainly a new machine is not going to 
need any of the major repairs an older 
machine may require to keep it function- 
ing two or three years more. 

Though the costs on a new machine 
may be $1.50 per hour, as opposed to 
$1.30 on the old machine, the new one 
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may turn out twice as much work. The 
$1.30 of the old machine should be mul- 
tiplied by an efficiency factor (in this 
case 200 per cent) to relate the output 
of both machines. Then, by multiplying 
by the use-hours, the net annual savings— 
or loss—can be arrived at. We place 
these figures on a special form. 

We then turn our attention to labor 
savings. Assuming that $1.70 of produc- 
tion labor would cost $3.40 on the old 
item, we save $1.70 per use-hour by in- 
stalling the new unit. Also, a setup cost 
of $1.90 on the new unit would be $2.10 
on the old one, and we thus save 20 cents 
per use-hour. We multiply these savings 
by the estimated production and setup 
hours per year of the new machine, and 
the result is the total labor savings for 
the year, which we indicate on our form. 

Our form also provides room for as- 


signing values to such special factors as 
capacity, need for supervision, scrap or 
quality complaints, down time, and mis- 
cellaneous items, such as employee com- 
plaints, minor hazards, extra handling 
costs, etc. 

Our form, then, has three kinds of 
information: use or machine-hour figures, 
annual labor savings, and annual special 
factors. Total up these three, deduct 
Uncle Sam's share in your new invest- 
ment, and you have your savings. 

Divide the average investment in the 
new unit by the savings (after taxes) and 
you have an indicated payoff period. 

Of course this form does not apply to 
such items as typewriters, which should 
be replaced regularly. But the figures do 
apply to most machines, and the principles 
involved are helpful in selecting the piece 
of equipment to be used for comparison. 


—Carter C. Hiccins (President, Worcester Pressed Steel Co., Worcester, Mass.). 
Purchasing, February, 1954, p. 96:3. 


Industry Sets a New Safety Record 


WORKERS EMPLOYED by member companies of the National Safety Council had the 
safest year on record in 1953, bettering their previous record performance in 1952. 
They had fewer on-the-job accidents in 1953, and those they had were less serious. 

Industrial injury rates for last year released by the Council show a substantial 
reduction in both frequency and severity of 1953 accidents as compared with 1952. 
Thirty-four of the 40 basic industry classifications reduced their frequency rates, 
and 24 reduced severity rates. 

The average accident frequency rate for employees in all industries submitting 
company reports to the Council, based on the number of disabling injuries per 
million man-hours, was 7.44 in 1953—a reduction of 11 per cent from the year 
before. 

The communication industry again led all others by turning in the lowest em- 
ployee frequency rate, 1.22—a 10 per cent reduction. Lumbering stayed at the 
bottom of the frequency list in 1953 with 33.71 rate, but this represented a 5 per 
cent reduction. 

The average accident severity rate for all industries reporting to the Council, 
based on the number of days lost per 1,000 man-hours, was 0.83 last year—a de- 
crease of 6 per cent from 1952. Three industries had reductions in their severity 
rates of more than 50 per cent—air transport (64 per cent), leather (60 per 


cent), and storage and warehousing (58 per cent). 
—Supervision 8/54 
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A Quality Code for Workers 


IT’S ONE THING to have a shipshape quality control program—and another to get 
employees behind it. Today, with jobs harder to get, many employers are finding 
that quality is up, rejects down. So there’s been some letdown on efforts to 
“humanize” quality. The “competition-istougher” pitch is what's being pushed. 
In launching an all-out quality push, Studebaker Corporation (South Bend, Ind.) 
devised a “Quality Code” which was publicized through every available communi- 
cations device. The code reads: 

“We of Studebaker pledge that we will devote all our efforts and 
craftsmanship to the production of automobiles which are up to the 
Studebaker tradition of quality. 

“To maintain this Studebaker quality we subscribe to this code: The ma- 
terials that go into each Studebaker part, no matter how small, will, as 
always, be of highest quality. 

“Studebaker will purchase only those parts or components which meas- 
ure up to our quality standards. 

“Equipment and machinery purchased for the manufacture of Studebaker 
automobiles will be the most modern available—designed to produce maxi- 
mum quality. 

“Under no circumstances will any car leave the plant which is not up 
to Studebaker quality standards. 

“Every man and woman who works for Studebaker will maintain the 


high standards of quality and skill that have characterized Studebaker for 
five generations. 


‘Every car sent out to our dealers will be of such quality that each of 
us would be proud to say, ‘I built this car!” 

Foremen and plant superintendent received an enlarged copy of the code and 
workers signed the pledge. Workers then voluntarily framed the scrolls and hung 
them in prominent positions around the shop. A quality seal, pasted on each car 
that goes out of the factory, appears on the back of the rear-view mirror so the 
consumer cannot fail to see it. Workers pasted copies of the seal on their machines 
and brought them home to their families as souvenirs. 

Not all products, of course, lend themselves to “seal pasting,” but a small 
stamp or die-cut might be a good substitute. At any rate, the idea is to humanize, 
and dramatize, the need for quality. 


—Enmployee Relations Bulletin (National Foremen’s Institute, Inc.) 4/21/54 


What Salesmen Think of Purchasing Agents—A Survey 


THE PERFECT purchasing agent is hard to find, judging from the reactions of 
salesmen polled in a recent study conducted by Dr. Charles L. Lapp of Washington 
University. 

Salesmen were asked whether purchasing agents were unreasonable in making 
them wait. To this 7 per cent replied, “usually.” Forty-five per cent said, “some- 
times,” and 47 per cent said, “seldom.” 

The question: “Do purchasing agents pass confidential information about your 
proposition to competitive salesmen?” netted 16 per cent, usually; 44 per cent, 
sometimes; and 39 per cent, seldom. 

“Are purchasing agents familiar with the products you sell to them?” got 
53 per cent, usually; 31 per cent, sometimes, and 15 per cent, seldom. 

Actually, when pinned down to an answer of “usually,” “sometimes,” or “sel- 
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dom,” the salesmen interviewed seem to have given their purchasing contacts a 
surprisingly good record. Many individual irritations were reported, however. A 
few salesmen complained of order cancellations without explanations. Many dis- 
liked long delays in making decisions. And some felt they were given too little 
time for their presentation. 

Dr. Lapp concludes from his study that the type of purchasing agent a salesmen 
likes to call on is one who has authority and is attentive, businesslike, cooperative, 
dependable, informed, open-minded, positive, reasonable, appreciative, a good 
listener, a planner, and a good fellow. Quite an_ order. 

He also notes that the study was not made to castigate purchasing agents but 
so they could benefit from knowing what salesmen and sales executives think about 
the relationship. 

An equally interesting study might be “What Purchasing Agents Think of 
Salesmen.” 

—Etmer Roessner in the St. Louis Globe-Democrat 


Christmas Gifts—A Major Problem for Purchasing Men? 


AS CHRISTMAS draws near the problem of what to give whom and what to pay 
for it will soon be intruding itself on almost everyone’s mind. The executive with 
direct responsibility for dealing with suppliers, however, has a special worry: 
Should he accept gifts from those who sell—or try to sell—to him? 

A survey conducted by Purchasing magazine last year among a cross section 
of purchasing men in all parts of the country explored some of the questions of 
policy and business ethics that arise when the personal element is introduced into 
what is in theory a purely business relationship. 

To the question, “What rules or limitations have been established for members 
of your department in respect to acceptance of gifts from suppliers?”, 30 per 
cent of the respondents replied that no such limitations are imposed. In 42 per 
cent of the companies, acceptance is dependent upon the judgment of the depart- 
ment head; in 9 per cent, it is absolutely prohibited. Nineteen per cent of the 
respondents indicated that gifts are permitted “within limits’—which, when speci- 
fied, ranged from $5 to $35. Thirty-nine per cent of respondents make rules of 
this sort known to their suppliers, usually by word of mouth. 

Almost three-fourths of the respondents follow a policy of returning unaccept- 
able gifts to the donor. In the remaining cases, unacceptable gifts may be given 
to other members of the company, used for the employees’ Christmas party, or 
given to a charity. 

Finally, 62 per cent of the respondents said their companies’ sales forces dis- 
tribute Christmas gifts to their suppliers. 

On the basis of respondents’ comments, it appears that the majority feel that 
while gift-giving may never be wholly eliminated, it can be controlled by relying 
on the integrity and good judgment of buyers to distinguish between gifts based 
on friendly relations and those that may be intended as a bribe. The problem, 
it appears, can best be handled by policies developed by and within individual 
companies rather than by any attempt to impose abstract theories. Invariably, 
the cooperation of suppliers is essential. 





THE ODDS against accidental death and injury have improved steadily since the 
formation of the safety movement in 1913. If the 1913 accident death rate had 
prevailed through the next 40 years, the toll of accident dead would have been 
swelled by a half-million more victims. 

—Journal of Commerce 
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EIGHT PROVED PRINCIPLES FOR TRAINING PER- 
SONNEL. By Reed H. Chase. Purchasing (205 
East 42 Street, New York 17, N. Y.), June, 
1954. 50 cents. Presents an eight-point pro- 
gram for training purchasing personnel, which 
begins with defining the job and providing 
adequate facilities and concludes with sug- 
gestions on training for leadership. Among 
the techniques described here which are suc- 
cessfully used at the author’s company for 
building morale are private interviews, em- 
ployee rating charts, a suggestion system, and 
special methods for handling promotions. 


PRINCIPLES OF PRODUCTION. By Peter F. 
Drucker. Dun’s Review and Modern Industry 
(99 Church Street, New York 8, N. Y.), 
April, 1954. 75 cents. The limitations on phy- 
sical production must be turned into advant- 
ages to improve the performance and results 
of business enterprise, the author asserts. He 
describes the three basic systems of industrial 
production known to us—unique-product pro- 
duction, mass-production, and process-produc- 
tion—declaring that the success of a business 
enterprise will depend on knowing which sys- 
tem applies; carrying out its principles as far 
as possible; discovering which parts of pro- 
duction can be organized in a more advanced 
system; and knowing what demands each 
system makes on management competence and 
performance. 


TRANSPORTATION IN DISTRIBUTION. Steel (Pen- 
ton Building, Cleveland 13, Ohio), August 
23, 1954. 50 cents. The vital importance 
of transportation and storage in the U. S. 
economic picture is only partly evident from 
the fact that these functions alone account 
for roughly one-fifth of the nation’s total an- 
nual distribution bill. For the average firm, a 
$60,000 annual saving in freight charges is 
equivalent to a million-dollar boost in gross 
sales. This article, which examines in some 
detail the varied and growing responsibilities 
of today’s trafic manager, incorporates sev- 
eral tables and checklists on such topics as 


necessary qualifications and training of the 
trafic manager, a breakdown of his job func- 
tions as reported in a survey, tips on how to 
pick a carrier, data on ton-miles shipped by 
various types of carrier in recent years, etc. 


INDUSTRIAL ENGINEERING TECHNIQUES APPLIED 
TO PURCHASING. By N. A. Lamberti. Purchas- 
ing (205 East 42 Street, New York 17, 
N. Y.), August, 1954. 50 cents. Their knowl- 
edge of plant manufacturing methods and 
operations enables industrial engineers to be 
used to great advantage in materials procure- 
ment, this article states. The author discusses 
six areas in the purchasing department where 
industrial engineering techniques can be ap- 
plied; organization charts, job descriptions, 
and evaluations; methods and procedures im- 
provement; work measurement and wage in- 
centives; statistical analyses and inventory con- 
trol; statistical quality control; and cost and 
performance reports. 


HOW A “PRODUCTION BAROMETER” CAN IN- 
CREASE YOUR PLANT’S EFFICIENCY. By Fred 
W. Richardson. Pacific Factory (709 Mission 
Street, San Francisco, Calif.), August, 1954. 
50 cents. Describes a system which compares 
actual daily production figures with scheduled 
production figures, giving management an up- 
to-date picture of how well its plans are being 
carried out. One advantage of the operations 
barometer system is that, by pointing out good 
production performance, it encourages first- 
line supervision to strive for superior opera- 
tion. 


A SELF-ANALYSIS CHECK LIST FOR MANAGE- 
MENT. By George H. Elliot and Carl Heyel. 
Mill & Factory (205 East 42 Street, New York 
17, N. Y.), July, 1954. 50 cents. Seventy-six 
questions in six categories—administration, 
production, personnel and industrial relations, 
purchasing, receiving and warehousing, pack- 
ing and shipping—which should enable plant 
management to determine how fully it is 
utilizing up-to-date methods and procedures. 





at The Plaza, New York. 





AMA MANUFACTURING CONFERENCE 
The Manufacturing Conference of the American Management Associa- 
tion will be held on Monday, Tuesday, and Wednesday, October 11-13, 
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NINE WAYS TO STREAMLINE YOUR SALES OPERATION 


Worn tre sHarreninc of competition, 
many companies are looking for ways to 
revitalize their sales operations, cap- 
ture a bigger share of their present mar- 
kets, and—if possible—open up new ones. 

Some useful tips on “insuring profits 
in a buyers’ market” are offered by James 
E. Jump ©& Associates, New York indus- 
trial marketing consultants. They are: 

New Product Development: The most 
successful new products are generally 
those related to present products, items 
which sell through the same outlets, or 
items of a “tie-in” nature. Plastic paints, 
synthetic detergents, mew insect- and 
weed-killers, and a host of other products 
have been successfully introduced follow- 
ing years of experimentation in the lab- 
oratory and months of testing in the 
market. What new products do you 
have ready and market-tested for release 
when more volume is needed? 

Improved products: These are closely 
allied to new products development, and 
require considerably less development 
time and expense. Improvements can 
often be conceived merely by asking 
users and buyers for suggestions. 

Examination of unnecessary features: 
Meaningless frills and services can be 
eliminated from most products in lean 
years, since products tend to accumulate 
such frills during boom periods. Henry 
Ford’s Model T was no more striking an 
illustration of how this can work than is 
the sales curve of Bull Durham cigarette 
tobacco over a business cycle. 

Blanketing the market: A working net- 
work of sales agents, wholesalers, and 
retailers has saved many a direct sales 
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organization from extinction when the 
85 per cent of the specialty market which 
normally produces only 15 per cent of 
the volume suddenly became important 
again. Secondary, indirect outlets, used 
to supplement direct-sales efforts, can 
service small accounts profitably—both 
for you and for themselves. 

Building customer loyalty: Certain sec- 
tions of the country, and certain indus- 
tries, are less susceptible to general busi- 
ness slumps than others. Selective selling 
enables you to favor the customers hav- 
ing the greatest volume stability and 
thereby to maintain volume at other- 
wise unattainable levels during highly 
competitive times. 

Sales expense controls: As in other 
phases of business, sales costs tend to in- 
crease as volume grows. Conversely, “un- 
necessary” expense must be eliminated as 
volume declines. This can be facilitated 
by devising an incentive plan which con- 
centrates sales effort where it is most 
profitable, by utilizing channels of dis- 
tribution which require minimum mark- 
ups, and by minimizing unproductive 
travel and entertainment. 

Sales quotas and incentive plans: A 
quota based on the previous year’s vol- 
ume is apt to be more discouraging than 
helpful to salesmen in a declining mar- 
ket. A realistic appraisal of the situation 
in each territory provides a more usable 
sales forecast which can be broken down 
into quotas to provide each salesman or 
outlet with a goal rather than a dis- 
couragingly impossible “bogey.” 

If an incentive plan rewarding the 
salesman or outlet for performance in 
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excess of a reasonably attainable quota 
be substituted for a non-incentive com- 
pensation plan, the productive men will 
be encouraged and the non-productive 
men painlessly eliminated. 

Sales forecasting: A sales forecasting 
plan which predicts short term (30 to 90 
day) order volume with reasonable ac- 
curacy and anticipates turning points at 
least six months in advance characterizes 
firms which have maintained profitable 
operations in declining markets. Such 
forecasts also enable management to build 
inventories with confidence in -anticipa- 
tion of expanding markets. The basis 
for such forecasts varies widely from 
company to company, but is generally 
based on the predicted economic health 
of principal markets (industries or con- 
sumer groups), and the thinking of men 
in the field. 

Market research and development: This 
function is best allocated to an analyti- 
cally-minded, imaginative individual who 
has no direct responsibility for sales. Since 
his findings may be critical of other de- 


partmental activities at times (e.g., prod- 
uct design, manufacturing costs, or sales 
or service policies), he should report to 
the chief operating executive in a staff 
advisory capacity. Where the problems 
calling for such a function occur infre- 
quently, or where management wants to 
be assured of maximum objectivity in the 
findings, outside consultants are fre- 
quently employed. 

The market research end development 
function should not be allowed to de- 
generate into compiling historical sales 
data or making elaborate sales forecast- 
ing calculations. The man selected should 
spend most of his time in the field deter- 
mining reasons for sales or product 
strengths and weaknesses and the balance 
of his time preparing workable recom- 
mendations to correct or capitalize them 
and to reconcile those recommendations 
with the policies and personalities in- 
volved. In one company, he is called the 
“Vice President in charge of Five Years 
from Now,” but his contribution to 
volume and profit is a very tangible one 
—month to month. 


AUTOMATION: SALES CHALLENGE TO MANAGEMENT 


Sevunc MeEtHops today are being out- 


distanced—and alarmingly so—by im- 
provements in production. So far man- 
agement has failed to match developments 
in automation, the major cause of in- 
creased production, with improvements in 
selling. 

When business authorizes the expendi- 
ture of millions of dollars for the purpose 
of increasing production, it should auto- 
matically invest additional money for the 
purpose of increasing sales. When you 
double your production, you've got to 
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find twice as many buyers as you had be- 
fore, and this will require twice the sales 
effort. You can’t count on an improved 
product, lower price, or increased popu- 
lation to bring the avalanche of customers 
you'll need in 1960. You'll have to de- 
pend on advertising and selling—with 
new emphasis on the latter. 

You will therefore need a better budget 
for selling—set up, not like the advertis- 
ing budget, but like the budget for in- 
creased production. It should be kept firm 
and should not be subject to downward 
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adjustment. Your selling program should 
be as unassailable as your production pro- 
gram. 

Imagine the clamor that would be 
raised by engineering and production ex- 
ecutives if, for the sake of current econ- 
omy, or for the sake of a more attractive 
current financial statement, you pulled 
out a few machines here and there or 
eliminated a wing of a proposed new 


now if it’s to succeed—be spread over 
the years, too? 

It is also important to see to it that 
selling has a friend at court—at the same 
court where decisions are made to invest 
millions in equipment to increase produc- 
tive capacity. The sales executive's job 
today is largely one of moving merchan- 
dise; let’s give him a bigger job—of plan- 
ning for the future sales success of his 


firm's products. Let’s make him equal in 
rank and authority with management's 
highest executives. Indeed, why not put 
him on the board of directors? If full 
recognition had been given to the impor- 
tance of selling in the period immediately 
past, we would have fewer sales problems 
today! 

The challenge of 1960 is not a challenge 
to advertising, not a challenge to sales, 
and certainly not a challenge to produc- 
tion. It is a challenge to management to 
correlate the three. 

—From an address by Ross Roy before the Second Annual Sales and Advertising Conference. 


plant. The long-range production plan 
doesn’t permit financial hedging—and 
neither should the long-range sales plan. 

However the sales budget is established, 
it should be planned for the long pull. 
When management invests in bricks and 
mortar and machinery to increase 1960's 
production, the cost does not come out of 
current earnings. It is amortized over a 
long span of years. Why shouldn't the 


cost of selling the goods we'll produce in 
1960——a job that’s got to be started right 


Who Owns America’s Wealth? 


IF BUSINESS should drop off slightly, are consumers in shape to continue living 
well? According to the Federal Reserve Board, the 54 million consumer spending 
units have a net worth (excess of assets over debts) of $641 billion. Nearly half 
are worth $5,000 or more and about one-tenth are worth more than $25,000. 

Here's how the figures break down: Eleven per cent have more debts than assets; 
14 per cent have a net worth below $499; 6 per cent are worth between $500 and 
$999; 14 per cent are worth between $1,000 and $2,999; 9 per cent are worth 
between $3,000 and $4,999; 17 per cent are worth between $5,000 and $9,999; 
18 per cent are worth between $10,000 and $24,999; 7 per cent are worth between 
$25,000 and $49,000; and 4 per cent are worth $50,000 or more. 

So-called “liquid” assets (cash, U. S. Government securities, checking accounts, 
savings accounts, and shares in savings-and-loan associations) total $98 billion, or 
15 per cent of consumers’ total net worth. The bottom half of the income group, 
holding $1 billion in “liquid” assets, is thoroughly solvent, but for out-of-the-ordinary 
expenditures must depend upon installment payments, or pledge or sell “solid” assets. 
The next 30 per cent have $16 billion in “liquid” assets; the next 10 per cent have 
$17 billion; and the top 10 per cent have $64 billion. 

At the start of the year, four out of every 10 consumer units were completely 
free of debt, and four out of every 10 owned their homes. 

—Sales Management, Vol. 72, No. 2 
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SALES COSTS CAN BE CONTROLLED! 


Noo MANUFACTURER would think of 
making a product without knowing what 
it costs and how profitable it will be. Yet 
how many run their sales operations 
knowing nothing about costs or profits 
and how to control them? 

At the beginning of 1954, U. S. manu- 
facturers employed about 550,000 of the 
nation’s 3.5 million salespeople. Though 
that’s an increase of less than 30 per 
cent since prewar days, each man is be- 
ing asked to sell more than twice as 
many goods and to keep 31 factory work- 
ers in their jobs. Authorities on selling 
believe that if we do not increase selling 
proficiency by 20 to 25 per cent, we 
shall have to recruit and train upwards 
of 500,000 additional salesmen to dis- 
pose of our factory output. 

The average cost of an industrial sales- 
man’s call, according to Sales Executive's 
Club of New York, is $17.24; the cost 
of getting an order, $187.39. The cost 
of keeping a salesman in the field has 
increased more than 25 per cent since 
1950. It’s obvious that you're wasting 
time, money, and effort if your salesman 
is chasing smokestacks, talking to poor 
prospects, or neglecting to follow through 
on good ones. 

How can the salesmen’s productivity 
be increased? It is obvious that the sales- 
man’s workload affects expense. The 
underloaded salesman wastes money be- 
cause his pay is out of line with his 
duties. The overloaded salesman can't 
do full justice to his territory. To deter- 
mine workload, define the salesman’s 
duties fully, assigning a time factor to 
each task. Count and classify the total 
contacts the entire sales force must make 
each year and check their geographical 
distribution by size and type of business. 
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To make a sound appraisal, know what 
your salesmen should be doing and what 
they are doing. 

Often faulty training creates top-heavy 
sales costs. Determine the best selling 
methods for your product and company 
and then teach them to every salesman. 
It is better to train supervisors to coach 
the salesmen in productive methods than 
to train the men themselves. Don’t over- 
look management training, either. Ac- 
cording to a recent study, a good portion 
of today’s sales supervisors are top sales- 
men thrown into the job without ade- 
quate training in the intricacies of sales 
management. 

If you can help 10 salesmen averaging 
five calls per day each to make one more 
call per day, you have added the equiva- 
lent of two additional salesmen with little 
if any increase in selling expense. A 
good way to stimulate a salesman is to 
show how much additional monthly in- 
come he would derive from one more 
call a day. 

Much sales planning is based on the 
theory that 10 to 30 per cent of any 
market accounts for most of that market's 
potential. The ideal sales balance can be 
achieved by concentrating on the big 
buyers in the top 30 per cent and still 
not neglecting the less exploited 70 per 
cent. 

A bad habit salesmen fall into is to 
criss-cross their territories pursuing 
hunches and hopes. Another is to get 
their time schedule so confused that they 
either fail to follow up at all or fail to 
pick up at the right time and point. Since 
most sales are made after the fifth call, 
nothing is a greater waste of time once 
you have created interest than to neglect 
to follow through. 





One of the best ways to increase total 
company sales is to increase volume in 
important underdeveloped markets. Mar- 
ket research can help you find where you 
can get the highest sales at the lowest cost 
ratio. One company discovered that over 
40 per cent of its accounts were un- 
profitable, adding only 10 per cent to 
total sales volume. Gradual dropping of 
these cut marketing expenses in half. 

A budget of sales expenses may ex- 
press your plan of action in dollars and 
indicate where corrective action may be 
taken. Budgeting expenses for each 
branch or territory is also helpful. 

Graphing of break-even points is 
especially effective in controlling sales 
costs. Charts can reveal the position and 
efficiency of individual sales divisions, 
show the level of activity required to 
cover operating costs, indicate where ad- 
ditional effort will yield the greatest re- 
turn, and dramatize incentive compensa- 
tion by tying it to the profitability of the 
branch. 


In taking steps to control selling costs, 
executives must recognize and challenge 
their own policies to determine whether 
or not they are based on false assump- 
tions. According to C. W. Smith of Mc- 
Kinsey & Co., management consultants, 
the following six commonly held assump- 
tions can push selling costs up and sales 
volume down: 


1. “Our salesmen know all the best 
prospects and don’t need to be told where 
to call for most profitable results.” 

2. “Our salesmen understand our sales 
policies and apply them uniformly.” 

3. “Salesmen eventually learn the best 
ways to sell if they stick at the job long 
enough.” 

4. “Our past sales are a sufficiently 
good yardstick for measuring our sales 
opportunity.” 

5. “Straight commissions are always a 
sound method of compensating salesmen.” 

6. “You can’t forecast sales in our 
business or effectively coordinate sales 
with production.” 


—Steel, August 16, 1954, p. 65:3. 


New Squeeze for the Middleman? 


THE WHOLESALER is here to stay. That's the consensus of retailers, manufacturers, 
and business leaders who took part in a recent cross-country study. 


But it’s no bed of roses for the middleman. 
on his heels, clamoring for more service at less cost. 


His critics and customers are hot 
He's threatened in a few 


singularly important instances by manufacturers (General Electric, Hotpoint) who 


now ship some of their products direct to retailers. 


Some retailers claim that the 


wholesaler is coddling the discount house. 

But through it all, the wholesaler seems destined for a long and healthy life. The 
U. S. Chamber of Commerce and the National Association of Wholesalers figure 
there were 210,000 wholesalers in 1952, who accounted for total sales of $212 


billion. 


The U. S. Department of Commerce reports that wholesalers’ sales for 
1953 were 3 per cent higher than in 1952. 


These sources estimate that final 


figures for 1953 will show a growth to about 236,000 wholesalers, with a total sales 


volume of from $253 to $260 billion. 


Business in 1953 was greater than it was in 1952 for nine of 10 wholesalers sur- 
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veyed. The average number of accounts handled by these wholesalers is 5,149, 
and they report an average increase of 209 accounts. 

Of the manufacturers and retailers surveyed, 31 say wholesalers perform a worth- 
while function at a fair cost; 10 think the functions a wholesaler performs are 
worth-while but the cost is too high; and four say the whole operation is unnecessary 
and costly. Apparently the retailers find more to criticize about the wholesaler 
than the manufacturer does. Almost one-third of the retailer respondents, but less 
than one-seventh of the manufacturers, say the wholesaler charges too much for his 
services. 

Specifically, the manufacturer feels that: (1) too many wholesalers refuse to 
carry adequate stock; (2) they don’t help enough in manufacturers’ promotional 
efforts; (3) cooperative jobbers want to make money for their members without 
regard to moral obligations to producers; (4) wholesalers need to improve their 
merchandising methods; (5) they must recognize the problems of marketing to 
prevent manufacturers from becoming more active in direct shipments. 

The wholesaler is making a serious attempt to keep his house in order. A 
majority of the wholesalers in the survey say they have recently added new services 
to keep abreast of changing marketing conditions. Some of these are combination 
shipping and display cartons for small orders, more effective stock programs, in- 
creased delivery schedules, and expanded merchandising assistance to retailers. 

What does it all add up to? Simply that the wholesaler has to work harder 
than ever these days if he’s to remain a constructive element in the chain of 


distribution. —Printers’ Ink, Vol. 247, No.3 


Traveling Heavy 


SALESMEN TODAY may think they have a lot of stuff to lug around—briefcase, 
selling aids, toothbrush, razor, clean shirt. That’s nothing. Sales Devices Through- 


out the Ages from 2500 B.C. to 1953 A.D., a pamphlet published by Joshua 
Meier Co., New York, quotes a checklist proposed in 1892 by John H. Patterson 
for inclusion in a memorandum book for traveling salesmen: 


TRAVELER'S REMINDER 
Have I packed my: 

Coat? Photographs? Eye Glasses? 
Waistcoat? Addresses? Watch? 
Trousers? Circulars or Sample Books? Knife? 
Overcoat? Postage Stamps? Scissors? 
Socks? Surgical Appliances? Matches? 
Slippers? Flask? Tooth Picks? 
Overshoes? Lunch? Hat? 
Dressing Gown? Agents’ List? Cane? 
Shirts? Nail Brush? Umbrella? 
Undershirts? Clothes Brush? Memorandum? 
Nightshirts? Blacking Brush? Visiting Cards? 
Drawers? Looking Glass? Letters of Introduction? 
Suspenders? Razor? Pens and Pencils? 
Collars? Sponge? Paper and Envelopes? 
Cuffs? Towels? Pistols? 
Neckties? Soap? Medicines? 
Handkerchiefs? Perfumery? Cigars? 
Gloves? Court Plaster? Drinking Cups? 
Comb? Pins and Needles? Glycerine? 
Hairbrush? Thread? Guides? 
Toothbrush? Buttons, etc.? Time Tables? 
Keys? Jewelry? 

—Dartnell Sales Service (The Dartnell Corporation, Chicago) 
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PRODUCT INNOVATIONS: LOOK BEFORE YOU LEAP! 


Every year the U. S. Patent Office is 
flooded with an estimated 80,000 patent 
applications. Of this number only 2.5 
per cent ever reach the profit-making 
stage. These figures illustrate the risk 
any company faces in deciding to pro- 
mote a new idea. 

Before any manufacturing firm moves 
ahead with a new product today, every 
stone is turned to make sure the new 
item has been thoroughly market-tested. 
Yet, despite elaborate precautions, some 
firms still lose their corporate shirts in 
the early stages of the game. Often these 
companies have failed to realize that the 
inventive climate has changed. Greater 
risks and development costs have led to a 
concerted drive to bring the independent 
inventor and the manufacturer closer to- 
gether. 

In an advancing technology, elaborate 
research setups have a definite place— 
but industry must still give each and 
every outside idea a close examination. 
Many firms have found the so-called use- 
fulness-price ratio invaluable in deciding 
whether or not to market a new product. 

Lower unit costs are not always the 
deciding factor in determining potential 
success. Take the decision a few years 
ago to market a product 1,200 per cent 
more expensive than any competing item. 
The gamble on a $25 pop-up toaster paid 
off. Electrical shavers and mechanical 
pencils are further examples. 


Unless consumers in a selected area 
have the chance to test a new product, a 
manufacturer can never be quite sure 
that unexpected bugs won't crop up. One 
plumbing firm lost an estimated $200,000 
recently because no one had any idea that 
plumbers would not be able to reassemble 
a new part. Many companies will spend 


80 per cent of their initial investment on 
market-testing to eliminate costly errors. 

Before actual development of an in- 
vention is undertaken, a mutually bene- 
ficial contract has to be worked out with 
the inventor. Many firms pay a reason- 
able amount for licensing while develop- 
ment work is going on. Really sound 
contracts necessarily have to be two-way 
affairs: the company sets up a definite 
schedule and the inventor agrees to wait 
for a firm royalty agreement until the 
new product is on the market and bring- 
ing in a profit. Arriving at royalty 
formulas is, of course, a highly individual 
matter. But where consumer items are 
involved, the manufacturer often agrees 
to pay the inventor as much as 5 per 
cent of net profits. Royalty payments are 
scaled downward every five years. 

Successful inventors say there is noth- 
ing mysterious about inventing or inven- 
tions. In a recent survey of personality 
traits most desirable in the inventive field, 
over 700 experienced men rated perse- 
verance and imagination well above me- 
chanical ability. 


An analytical, common-sense approach 
will most often produce the widest va- 
riety of ideas. Much stress is placed on 
getting the idea down on paper in its 
most ideal form. From that point on, the 
inventor has to design his way around in- 
fringement by searching for as many al- 
ternative solutions as possible. A repre- 
sentative of a large sewing-machine com- 
pany recently told a conference of the 
Cleveland Engineering Society that his 
firm’s research people had been able to 
devise 20 new variations on a functional 
machine element on which over 20,000 
patents had been issued in the past 100 
years. 


—R. M. Lorz. Iron Age, Vol. 173, No. 19, p. 74:2. 


The Management Review 








A “New Look” in Salesmen’s Compensation? 


A GENERAL HIGH LEVEL of prosperity coupled with the shift from a seller's to a 
buyer's market is causing a reappraisal of sales compensation plans. 

With competition now sharpening, management appears ready to sacrifice some 
control for immediate results. Though it is estimated that today less than 20 per 
cent of the nation’s sales force is paid in direct ratio to sales, there are indications 
that management is again leaning to incentive, or commission type, compensation. 

Before deciding on any specific compensation plan, however, it is best to deter- 
mine exactly what you want the salesmen to do, and then decide which method 
of compensation will best achieve the job, advises John Elliott of the consultant 
firm George Elliott Co. 

One of the nation’s leading drug producers, for instance, recently had a serious 
morale problem among its sales force. Upon examination it was learned that the 
company had a policy of reviewing salaries at the year’s end; unfortunately, too 
many of the huge sales force were not eligible for a boost or bonus. 

The problem was solved by reviewing salaries twice a year on employees’ anniver- 
sary dates. By staggering the rewards in this way, employees were made consistently 
aware of increases, the morale problem was solved, and the turnover rate slowed 
down. 

To help you decide where to place the emphasis in planning a compensation 
program, Mr. Elliott offers the following pointers: 

Salary is best when: the selling task is complex, involving long negotiation; 
groups of salesmen work on similar products for different classes of buyers over a 
wide range of territory; a company is big; more management control is desired. 
Salaries should avoid extremes in income, with no chance of a “windfall” upsetting 
the payment structure. 

Commission is best when: you are looking for maximum results; there is a 
particular need for a strong incentive; salesmen have grown listless from straight 
salary; proper supervision cannot be provided; there is insufficient variety in the 
cost of products, sales, or profits; personal selling is the primary or only means 
of selling; part-time help is a factor. 

—RosBEki rcITZSIMMONS in Journal of Commerce 6/3/54 


Salesman vs. Sales Manager 


ONE OF OUR contemporaries with an enormous force of salesmen was bemoaning 
his company’s difficulty in finding good district managers. 

“We take a topnotch salesman out of the field, give him an office and a desk, 
and put a sign on the wall that says ‘THINK.’ So that’s what he does: he sits 
down and thinks and we've lost a good salesman but haven't found a manager.” 

The main difficulty of the sales manager is that he is not forced to think in 
terms of time. 

The manufacturing manager has no alternative. His machines turn at so many 
revolutions per minute and he is at the mercy of those machine speeds. And 
so, if he knows something about his people, he has a relatively easy job. 

What the sales manager has to do—never forgetting what he has learned about 
dealing with people—is to get from his salesmen an agreement as to how effective 
their time can be made (their real sales quota) and then set up a reasonably 
firm schedule for achieving that quota, just as manufacturing has to have schedules. 

(Of course, the sales manager will never be able to do what the manufacturing 
manager can achieve via his shipping platform: make the last day of the month 
look like a full week's production.) 

—Here’s Rogers Again (Rogers Corporation, Goodyear and Manchester, Conn.) 
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THE CONSUMER MARKETS: 1954-59. By Gilbert 
Burck and Sanford Parker. Fortune (9 Rock- 
efeNer Plaza, New York 20, N. Y.), August, 
1954. $1.25. This, the concluding article 
of a year-long Fortune series on the changing 
American market, sums up the prospects for 
the consumer market as a whole over the 
next five years. Among the highly encourag- 
ing developments the authors foresee are: a 
25 per cent expansion of the U. S. consumer 
market as a whole, a rise of consumers’ cash 
income of some 57 billions over 1953, an 
increase of more than 15 per cent in real 
cash income per capita by 1959, and a dra- 
matic expansion in the number of families 
with about $7,500 a year in cash after taxes. 


OUTLINE FOR A NEW SALES-TRAINING PLAN. 
By Carl Sigler. Printers’ Ink (205 East 42 
Street, New York 17, N. Y.), May 21, 1954. 
25 cents. Many companies today are taking 
stock of sales-training needs, both for recruits 
and for experienced employees. Here is a 
checklist which will help them make sure that 
they are covering all the essentials. 


WHERE DO THEY BUY AND WHY? By Newel 
H. Comish. Dun’s Review and Modern In- 
dustry (99 Church Street, New York 8, 
N. Y.), April, 19534. 75 cents. The recent 
movement of large numbers of today's buying 
public to suburban communities has raised 
questions about such factors as their buying 
habits, the districts in which they prefer to 
do their shopping, and their reasons for 
making certain selections in the minds of re- 
tailers. In an effort to obtain some answers, 
the author conducted a study in 11 Oregon 
cities, considering in detail four markets—the 
city central, city secondary, neighborhood, and 
out-of-town. A severe battle for retail mar- 
kets is going on, according to the article, which 
presents measures the individual retailer can 
take to improve his competitive position. 


THE DISCOUNT OPERATION AND MANUFACTURER 
POLICY. Grey Matter (166 West 32 Street, 
New York 1, N. Y.), July 15, 1954. 25 cents. 
The discount operation, in all its manifesta- 
tions, probably accounts for an annual gross 
of over $25 billion, and many manufacturers 
are unwittingly encouraging its further growth. 
Manufacturers who keep their prime brands 
out of the discount operation while making 
secondary brands available and who fail to 
merchandise new lines properly are among 
those opening the door to the discounter. The 


682 


manufacturer who really wants to keep out 
of the discount market must cooperate with 
regular retail outlets in establishing a sound, 
workable, well-policed program, this article 
advises. 


CONSUMER MOTIVATION RESEARCH. By James 
K. Blake. Dun’s Review and Modern Industry 
(99 Church Street, New York 8, N. ¥.). July. 
1954. 75 cents. The fact that consumers don’t 
buy prunes because they associate them sub- 
consciously with parental authority or that 
some women won't use instant coffee because 
of anxiety feelings about appearing lazy are 
examples of the kind of findings that are 
emerging from a new branch of market re- 
search known as consumer motivation research. 
This article examines the various methods 
whereby consumers’ inner emotions are being 
probed by psychiatrists and psychologists so 
that advertising can be geared to their preju- 
dices and preferences. 


10% INCREASE IN LIVING STANDARDS COULD 
BALANCE BUDGET, REDUCE TAX. By Arno H 
Johnson. Advertising Age (200 East Illinois 
Street, Chicago 11, Ill.), May 3, 1954. 15 
cents. Both purchasing power and productive 
capacity are at hand to support a 10 per cent 
rise in sales during 1954-55—an increase that 
would help to balance the federal budget, 
further reduce personal taxes and at the same 
time supply the revenue for the kind of 
strong defense we need, declares the author. 


BEATING THE CLOCK WITH MASLAND: AN A-TO-Z 
SALES SETUP IN 11 MONTHS. By A. R. Hahn. 
Sales Management (386 Fourth Avenue, New 
York 16, N. Y.), June 1, 1954. 50 cents. 
A detailed report on how, after selling for 86 
years through a sales agent, a Pennsylvania 
carpet-making firm built its own 40-man sales 
force in 333 days—with no loss in volume. 


REGIONAL SHOPPING GROWS FAST. By Gene- 
vieve Smith. Printers’ Ink (205 East 42 Street, 
New York 17, N. Y.), May 14, 1954. 25 
cents. With large retailers taking the lead, 
regional shopping centers are rapidly spread- 
ing throughout the country and showing more 
consistent improvement than any other retail 
classification, this article reports. Among the 
imporant trends in this development are stra- 
tegic location; expert planning, with pro- 
vision for cultural and civic activities; modern 
buildings; a variety of merchandise and the 
opportunity for comparative shopping; and a 
new advertising-merchandising pattern. 
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ESTABLISHING MORE EFFECTIVE MANAGEMENT CONTROLS 


Aw eFrective system of controls in busi- 
ness leads to greater efficiency and more 
effective coordination of activities. By 
making possible systematic forecasts, it 
reduces mistakes, and by increasing the 
opportunities for delegation, it frees top 
executives for constructive work. And, 
of major importance, it strengthens the 
profit motivation in business. 

Such a system is not easy to charac- 
terize briefly. If the system is full-fledged, 
it embodies the major policies of the 
business, it is a working program for 
the future, it reveals the financial con- 
sequences of alternatives before major 
decisions are made, and it provides means 
for coordinating and integrating various 
plans and activities into an efficient op- 
eration. 

What conditions are essential to the 
effective operation of the system? 

Of primary importance is the role of 
top management—its active participation 
and leadership. Top management must 
see to it that the system expresses its 
policies in regard to profit objectives, 
pricing, production schedules, facility 
planning, and financial planning. It must 
take the time needed to give careful, in- 
telligent review to the plans of division 
managers and to follow up on variance 
of performance from approved plans. And 
top management must make it clear that 
rewards in salary, bonus, promotion and 
commendation are based primarily on per- 
formance. The real job of controlling 
the business belongs to the president, not 
the controller. No control system can 
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work without the leadership and active 
participation of top management. 

Second, if the control system is to be 
directed toward making profits—as it 
must—a company of any size and diver- 
sity should be subdivided into profit 
centers. The manager of each profit cen- 
ter should have the responsibility and 
necessary authority to operate his divi- 
sion as a separate business, subject only 
to general guidance from broad company 
policies and, on critical decisions, review 
by top management. Some of the ad- 
vantages of such decentralization are 
fairly obvious: It increases the propor- 
tion of important executives charged di- 
rectly with the responsibility for making 
a profit; it reduces in size and complexity 
the individual profit-making unit; and it 
brings the profit-seeking manager closer 
to actual operations. Not quite so ob- 
vious are the incentive to economize in 
the use of assets and the stimulus to seek 
additional sources of revenue. 

Third, a control system must look to 
the future. The heart of such a system 
is forecasting—the projection of business 
plans and alternatives into the future. 
Study of the past is useful, but analysis 
and evaluation of the results of actions 
before they are taken provide the real 
foundations for wise decisions. 

A final condition for the effective op- 
eration of the system is a highly competent 
staff to develop and operate it. Though 
the leadership and authority for decisions 
must come from top management, the 
president obviously cannot deal with the 


683 








many day-to-day problems arising in 
profit-center accounting and forecasting. 
He must look to his staff in such matters 
—probably to his controller. 

While the technical work of planning 
and control may be done in a separate 
staff office, there are important advan- 
tages in combining it with the controller's 
other functions. Many of the forecasts 
are projections of accounting data. More- 
over, the unification of accounting, finan- 
cial analysis, and related controls in one 
office at the central staff level can be 
paralleled by a corresponding combina- 
tion in the divisions. This simplifies 
the functional relations between staff and 
divisions—relations which are none too 
easy to maintain on a mutually satis- 
factory basis. 

The key technician in a system of con- 
trols—the controller—has a demanding 
and difficult job. Some of his problems 
are technical and hard to solve, and the 
sheer volume of them is likely to over- 
whelm most men. Moreover, understand- 
ing of people, fairness, and integrity are 
just as necessary for the controller and his 
staff as technical ability, capacity and 
drive. 

In closing, it might be well to sum- 
marize the reasons for establishing a 
system of controls in the first place: (1) 
Most people work harder and better if 
they have definite goals which have been 
accepted by all concerned. (2) Since 
the goals, ie., the standards or budgets, 
are regularly re-examined, there is con- 
stant search for means to raise standards 
and improve performance. (3) Detailed 


planning and integration of various activ- 
ities lead to a better coordinated opera- 
tion. (4) Since the results of programs 
and decisions are forecasted, it is pos- 
sible to catch many mistakes before they 
are made and to take steps to remedy 
situations that promise to be unsatisfac- 
tory. (5) Though a system of controls 
requires the active participation of top 
management, it makes possible greater 
delegation of authority and responsibility 
and less routine supervision. Thus, more 
top management time is freed for con- 
structive action. (6) A proper system of 
controls focuses the efforts of manage- 
ment on making profits. Many execu 
tives, I suspect, are not quite as inter- 
ested in making a dollar for the business 
as in making a dollar for themselves— 
especially an after-tax dollar. This dilu- 
tion of the profit motive results from taxa- 
tion, from the separation of ownership and 
management, and from division of work 
and specialization. Though this situation 
can be remedied in part by profit bonuses 
and stock options, these will not control 
the natural propensities toward bigger 
and better things in each special phase of 
the business. Yet the biggest advertising 
campaigns, the newest factories, the most 
advanced industrial relations, and the most 
comprehensive system of records and re- 
ports will not add up to the most profits 
for the company. These special interests 
can be held in balance only by careful 
budget reviews, by decentralizing activi- 
ties to profit centers as far as is practica- 
ble, and by constant pressures from profit- 
responsible executives who ultimately 
have to pay the bill. 


—From an address by T. O. YNTEMA before the 24th National Business Conference, sponsored 
by the Harvard Business School Association. 





BETTER than one out of every two American families owns its own home, the U. S. 
Chamber of Commerce reports. About three out of five families own some kind of 


real estate. 
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STREAMLINING THE ANNUAL REPORT 


Great IMPROVEMENT in corporation 
annual reports has been revealed by a 
recent survey of over 40,000 annual re- 
ports of industrial corporations and fi- 
nancial institutions. In this survey, con- 
ducted by Financial World magazine, 
such factors as format, design, typog- 
raphy, and editorial content were con- 
sidered. 

Special attention was given to the con- 
tinuity of the report, the handling of 
the president’s letter, and the narrative 
section. The short, crisp president's let- 
ter, not more than two pages long, and 
slanted to the requirements of the busy 
shareholder who wants essential informa- 
tion quickly, was found most desirable. 
Other information of secondary interest 
could readily be included in the narra- 
tive section and illustrated with appro- 
priate charts, maps and photographs, the 
survey showed. 

“Letter-size” was preferred for annual 
reports, probably because 8/2 by 11 
inches is the standard size for filing cabi- 
nets and is preferred by librarians. Sizes 
of 9 by 12 inches or larger, utilized 
mostly for railroad reports, are hard to 
handle and expensive to send through 
the mail. They may impress a tew re- 
cipients by their bulk, but the only place 
they can be comfortably filed is in the 
waste basket. 

A decline in the percentage of Read- 
ers’ Digest-size annual reports was shown. 
The banks and insurance companies cling 
to these miniature sizes, but essential in- 
formation must be set in type so small 
that it is not easily readable. 

A significant innovation has been the 
short-side binding, which supplies more 
horizontal space for tabulations, maps, 
pictorial charts, and photographic mon- 


tages. A total of 63 companies featured 
this type of binding in the present 
survey. 

If the short-side binding is not utilized, 
a gate-fold on the covers or inside pages 
solves the problem when more than one 
“double-spread” or two facing pages are 
desired. Ninety-eight annual reports uti- 
lized gate-folds in the latest survey, 
against 77 such reports a year ago. 

Next to simplified charts and graphics, 
maps were found to be the easiest means 
for conveying to the reader the location 
of properties, plants and offices, sources 
of raw materials, routes of transporta- 
tion, expansion plans, and similar data. 
The popularity of maps in annual re- 
ports has probably been responsible for 
their increased use as cover designs. 

For many years both railroads and 
public utilities have distributed statistical 
supplements with annual reports, and 
most of these have been slanted to the 
professional investor and security ana- 
lyst. More recently, industrial compa- 
nies have offered supplements with an- 
nual reports, many of which have been 
of the pictorial yearbook variety. 

Though only three annual reports had 
a return postcard attached, such a device 
is useful in (1) obtaining an opinion re- 
garding the report; (2) securing a list of 
customers among the shareholders and 
other readers of the report; and (3) ob- 
taining a list of friends of shareholders 
to whom copies of the report can be sent. 

Since the Girard Trust Corn Exchange 
Bank of Philadelphia featured cartoons 
in its annual report in 1949, there has 
been a growing interest in reports em- 
ploying the cartoon technique. Color, 
too, is being used more extensively, espe- 
cially in cover designs and illustrations. 


—WeEsTON SMITH. Financial World, June 30, 1954, p. 31:5. 
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Big Business: Some Facts on Finances 


LAST YEAR the country's 100 largest manufacturers paid out $48 billion for goods 
and services, not counting wages and salaries, according to figures recently com- 
piled by the National City Bank of New York. The record purchases of the top 
100 were over half again as large as the U. S. Defense Department's current 
budget, excluding personnel pay. 

Assets for the 100 companies total $31.6 billion; employment, about 4.7 mil- 
lion. This amounts to an investment of about $15,000 per employee. 

Last year the top 100 had total receipts aggregating $91.4 billion from sales and 
other operations—‘5.3 times the total in 1939. Wages, salaries and labor bene- 
fits cost the largest companies 24.9 cents per sales dollar. Total federal, state, 
local and foreign taxes cost 12.1 cents for every sales dollar. Net income after 
taxes totaled $5.7 billion, or 6.2 cents per sales dollar. Cash dividends hit $3 
billion, or 3.3 cents per sales dollar. 

The remaining earnings of $2.7 billion, or 2.9 cents per sales dollar, were 
retained in the business to help pay for capital expenditures and to build current 
assets. Capital outlays totaled $6.4 billion for the 100 largest companies, against 
depreciation charges of $3.7 billion, leaving an increase of $2.7 billion in the net 
property account. Working assets were also increased by $1.8 billion, making the 
gain in total assets $4.5 billion. 

To finance that total required not only the entire retained income of $2.7 bil- 
lion but also an increase in indebtedness of $1.6 billion—plus $200 million from 
new stock issues and surplus adjustments. 

So, while the 100 largest industrial businesses had record sales last year, they 
had to end up by borrowing more money—primarily because of heavy plant ex- 
pansions.and modernizations. 

—Steel 7/19/54 


Industrial Pensions in 1960—Double Today’s Coverage? 


AT THE PRESENT rate of growth, industrial pension programs may be expected to 
cover 22 million workers by 1960 at an annual cost of $6.6 billion, estimates 
Charles L. Dearing, Deputy Under Secretary of Commerce for Transportation, in 
a study recently published by the Brookings Institution.* 

Mr. Dearing’s estimates indicate a doubling of employee coverage and nearly a 
threefold increase in contributions to pension funds during the 1950-60 decade. 
Figures for 1950, estimated at 11 million workers at an annual cost of $2.4 billion, 
were derived from a survey undertaken in 1950 by Mr. Dearing in cooperation 
with the Controllers Institute of America. 

The bulk of the annual contributions for the support of industrial pensions will 
represent net additions to the supply of money savings, and by 1960 this amount, 
seeking profitable outlets, may reach $6 billion annually, Mr. Dearing predicts. If 
these annual savings can be productively invested so that the return will support 
the pensioners and the additional national product will supply their needs, it may 
be possible to carry the pension load without throwing the burden upon the younger 
generation. 

Industrial pensions are inherently incapable, Mr. Dearing believes, of performing 
more than a supplementary role in solving the national problem of old age security, 
for on the basis of an estimated labor force of 68.5 million workers, not more than 
22 million, or 32 per cent, have any “reasonable prospect” of being covered under 
a system of industrial pensions. 


* Industrial Pensions, by Charles L. Dearing. The Brookings Institution, 722 Jackson Place 
N.W., Washington 6, D. C. 1954. 310 pages. $3.75. 
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CAN WE AFFORD ADEQUATE PENSIONS? 


Tue macnitupe of the financial miracle 
necessary to provide adequate pensions 
for all retired workers can be illustrated 
by a few figures not generally known. 
Today there are over 20,000 private pen- 
sion and profit-sharing plans covering 
more than 10 million employees, and re- 
quiring contributions in excess of $3 bil- 
lion per annum. That represents only 
about one-sixth of the eligible gainfully 
employed, including the 5 million self- 
employed who presumably before many 
years will be covered by private pensions. 

If all 60 million employees were to 
receive pensions at no more than current 
levels, and the benefits were fully funded 
on an actuarially sound basis, the total 
dollars in such a fund would exceed, for 
example, the total assets of all legal re- 
serve life insurance companies ($69 bil- 
lion); the total market value of all stocks 


listed on the New York Stock Exchange 
on October 31, 1953 ($115 billion); or 
the total U. S. Government bonded debt 


(now $274 billion). The figures would 
vary according to the actuarial assump- 
tions used, but even liberal assumptions 
would require more than $20 billion a 
year, and a total fund of over $300 bil- 
lion. It does not take a banker to realize 
that the tremendous weight of such vast 
sums can do us collectively a great deal 
of good or harm. 

If several billion dollars a year are re- 
quired for pensions, this money can be 
provided in only two ways. The first 
method—merely raising the price of goods 
and services to meet the required dollar 
amount—would immediately lower the 
purchasing power of the dollar, and 
hence the standard of living of all of us. 

The second methed, which constitutes 
the only sound way of providing our 
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older workers with adequate pensions, 
may be called the increased productivity 
method. 

As the widespread adoption of ade- 
quate private pension plans encourages 
the retirement of an increasing propor- 
tion of older workers, the resulting loss 
in goods and services can be replaced in 
two ways. First, modern methods can 
improve the capacity of man to turn out 
goods. In several industries the produc- 
tivity per man hour has improved at the 
rate of between 1 per cent and 3 per cent 
per annum. If this continues, we shall 
be able to foot the bill for pensions. 

However, productive progress can con- 
tinue only if management keeps on pour’ 
ing out vast sums of capital for research 
and plant expansion. These vital peace- 
time expenditures largely depend on a 
climate of sound governmental fiscal poli- 
cies and an equitable tax structure. 

Management cannot go it alone. Labor 
must play the game with equal vigor and 
intelligence; it must encourage every 
sound advance in productivity. 

Another valuable factor in making up 
the lost productivity of retired people is 
the by-product of funds from which will 
be paid future dollar pensions. Through 
direct investment, or indirectly by drying 
up the available supply of old securities, 
pension money is making it easier for 
companies to raise capital for the expan- 
sion of old corporations, or the develop- 
ment of new industries. 

Of course, a fair portion of the pen- 
sion contributions would otherwise have 
been spent for current consumption; 
hence, today’s savings towards pensions 
somewhat restrict the market for today’s 
products, though when later paid out as 
pensions they should tend to support the 
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market for consumer goods. Neverthe- 
less, sound pension funding is a potent 
factor, and, if coupled with the more 
important factor of a steady increase in 
the productivity of man’s labor, will defi- 
nitely fill the vacuum created by the in- 
creasing number of retirements without 
lowering our standard of living. 

We cannot, probably, absorb the cost 
by tomorrow. The approach must be a 
gradual one, and the complete coopera- 
tion of management and labor will be 
necessary. The varying potentials of dif- 
ferent industries and the differences 
among individual companies within simi- 
lar industries must be recognized. Also, 





since it costs almost one-third less to re- 
tire a man at 70 instead of 65, the ma- 
jority of companies may have to employ 
flexible retirement policies. Every means 
of obtaining the greatest utilization of 
competent older workers must be studied, 
not for sentimental reasons, but because 
our economy cannot yet afford the loss 
of their productivity. 

Provided management and labor accept 
and live by the principles of increased 
productivity, we can not only afford the 
costs of pensions and other fringe bene- 
fits but actually increase our economic 
and moral strength—which is the sole 
defense of the free world. 


—G. Warrie_pD Hosss, III (Vice President, National City Bank of New York and 
Chairman, National Committee on the Aging). Trusts and Estates, June, 1954, p. 612:2. 


EXECUTIVE COMPENSATION: 


AN EFFECTIVE MANAGEMENT INSTRUMENT 


A systEMATIC COMPENSATION plan can 
help solve two of management's most 
pressing problems—how to provide ade- 
quate incentive for executives and how 
to prevent executive turnover. An or- 
ganization with a soundly conceived plan 
can both attract capable management and 
render present management less vulner- 
able to competitive bidding. 

In the past executive compensation 
plans were very simple, consisting of just 
one element—base salary. However, a 
recent survey of the compensation sys- 
tems of 164 prominent companies showed 
that, whereas 12 per cent of these com- 
panies used only one element of com- 
pensation—base salary—in 1949, only 8 
per cent were using just one element at 
the end of 1951. Though 45 per cent 
used two types of compensation in 1949, 
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only 37 per cent were using two types in 
the later year. Finally, there was an in- 
crease from 37 per cent to 40 per cent 
in the number of companies employing 
three types and an increase from 6 per 
cent to 15 per cent in the number that 
used plans combining four types. In 
short, the survey revealed a trend away 
from simple compensation systems to 
more complex ones. 

A complex compensation plan might 
use any combination of two or more of 
the following nine basic tools: 

1. The base salary is, of course, the 
primary means of compensating execu- 
tives. It should place a proper monetary 
value on each position in order to estab- 
lish a salary scale; set up an appropriate 
salary range for each position; provide 
for a periodic review of individual per- 
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formance and the granting of salary in- 
creases; and create a feeling of confidence 
in the fairness of pay for work done. 

The “job market” factor in setting 
base salaries is most important. From 
time to time, it is necessary to make an 
industry salary survey to compare the 
salaries of your executives, category by 
category and grade by grade, with those 
of a wide range of similar companies. 

2. Bonus differs from salary in that it 
is a current or slightly deferred reward 
over and above salary. When the bonus 
is related to profits, it may be called a 
“profit-sharing plan.” A number of 
problems must be faced in using this 
bonus tool. 

First, you have to realize how many 
different groups you may be forced to 
deal with and what their individual in- 
terests are. You will next have to de- 
termine the total amount of the bonus. 
Then, you will want to know how much 
each individual will get from the total 
fund. 

The method of payment is another 
problem. Should payment be deferred? 
Should it be in cash, in stock, or in both? 

3. The stock option has become very 
popular in the last few years. Here are 
some of the things you will have to con- 
sider if you want to use it. What will 
the option price be? Is it to be set be- 
tween 95 per cent and 100 per cent of 
fair market value? If so, the spread be- 
tween option price and resale price is 
taxable as capital gain at the time of 
sale. Is it to be between 85 per cent and 
95 per cent of fair market value? If so, 
the spread between option price and mar- 
ket price at either the time of resale or 
the time of purchase, whichever is 
lower, will be taxable at ordinary income 
rates. If you set the price below 85 per 
cent of fair market, the option cannot 
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qualify as a “restricted” one under the 
tax laws. 

The National Industrial Conference 
Board has found that most companies 
give 4 per cent to 5 per cent of total 
shares outstanding and specify five years 
as the length of time during which the 
board of directors may grant option 
privileges. According to one study, the 
individual has 10 years in which to exer- 
cise his option, but the Conference Board, 
in an earlier study, found five-year terms 
more frequent. 

4. Stock purchase plans, participation 
in which is usually optional, are those 
under which companies sell their stock 
to employees at given prices. 

Pre-emptive rights of stockholders must 
be considered, and it is necessary to de- 
termine how much stock is to be offered, 
who will be eligible to purchase it, and 
whether or not to protect employees 
against a fall in price. 

The selling price of the stock is a dif- 
ficult problem. Among other things, it 
involves the decision of which market 
price to use. For instance, one firm 
uses an average price for one day, and 
another averages 20 days. 

5. Stock warrants are option rights to 
purchase a given quantity of stock from 
the company at a specific price and usu- 
ally within a specified time. In general, 
they differ from stock options in that the 
rights themselves are frequently transfer- 
able by the executive, and he may make 
a profit without actually purchasing and 
reselling the stock. In 1953, the Federal 
Tax Court ruled that the profit in one 
such case should be taxed at capital gain 
rates. 

6. A deferred salary plan is one under 
which parts of what might be considered 
current pay are deferred until a later 
date (usually until retirement) in re- 
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turn for certain contingent actions by 
the executive. The payments have been 
found to range from $10,000 to $75,000 
a year, and under some plans, payments 
are adjustable to the cost of living. 

The tax advantages are obvious, and 
the company does retain some good tal- 
ent in this way. However, since the 
plans are subject to severe scrutiny by 
the Treasury, and since there are no 
clear-cut legal principles, they should be 
used with care. 

7. A pension plan is one under which 
the employer agrees to make definite non- 
contingent payments to an employee 
after retirement. 

While the plan may be contributory or 
non-contributory, a study by the Bankers 
Trust Company shows a definite trend 
toward contributory plans, and most of 
these relate employee contributions to the 
rate of accruing future benefits. 

8. Insurance may be used in various 
ways to compensate executives. For in- 
stance, the company can carry insurance 
on an executive in order to pay the pro- 


ceeds to his dependents at the time of 
his death, The company might also 
Carry insurance, with proceeds paid to 
itself, in order to set up a retirement 
fund for the individual executive. 

The tax consideration in using insur- 
ance might be very important to some 
companies. Generally, the executive will 
be taxed for income received in the form 
of a premium payment at the time the 
premium is made unless the policy is 
carried strictly for the purpose of in- 
demnifying the company for loss of a 
key executive. 

9. A final means of compensating ex- 
ecutives is the use of indirect benefits. 
In addition to expense accounts, such 
benefits can include: establishment of 
health resorts for use by employees, sale 
of company products at a discount, com- 
pany-owned homes rented to employees, 
company loans to employees at low cost, 


company-paid medical check-ups, and 
company-paid educational or social 
benefits. 


—James C, Orson. The Controller, July, 1954, p. 307:4. 


Employee Benefit Plans and the New Tax Law 


HOW THE Internal Revenue Code of 1954 affects the complicated rules surround- 
ing employee benefit plans is summed up in the following 12 points by Meyer M. 
Goldstein, executive director of the Pension Planning Company, New York: 

1. The new law extends the long-term capital gain treatment to non-trusteed 


annuity plans. 


2. It extends the long-term capital gain treatment to total amounts payable 
by reason of the death of an employee after his separation from the service. 
3. It extends the long-term capital gain treatment to total amounts distributed 





after December 31, 1953, and before January 1, 1955, as a result of the com- 
plete termination of the plan if the termination is incident to the complete liquida- 
tion of the business of the employer prior to the enactment of the bill. 

4. It provides for deductions of contributions by resident employers to for- 
eign trusts and allows the same tax treatment to distributees of such trusts as is 
applicable to distributees of resident trusts. 

5. It removes from the deduction limitations applicable to pension and profit 
sharing plans contributions to certain welfare funds previously negotiated. 


690 The Management Review 











6. It extends the time for making contributions to exempt employees’ trusts 
and under qualified non-trusteed plans to the filing date of the employer's tax 
return, including extensions of time in which to file. 

7. It extends the $5,000 death benefit exclusion to pension as well as profit 
sharing and stock bonus trusts, and to non-trusteed qualified annuity plans, with 
respect to total payments in one taxable year, regardless of whether the em- 
ployee had a non-forfeitable right under the plan prior to death. 

8. It extends the benefits of the statute of limitations to an exempt em- 
ployees’ trust by providing for the filing of a simple return. 

9. It allows deductions for contributions made up under a profit sharing plan 
of an afhliated group by members having profits and which are used for employees 


of the loss member. 


10. It excludes from the gross estate of a deceased employee the value of an 
annuity or other payment receivable by a beneficiary under an exempt employees’ 
trust or qualified non-trusteed annuity plan, except for the portion attributable to 


the employec’s own contributions. 


11. It subjects investments of an employees’ trust to the prohibited transac- 


tions applicable to exempt organizations. 


12. It subjects to tax the unrelated business income of an employees’ trust. 


Also Recommended « « « 





NOT FOR REVENUE, BUT FOR GROWTH. Business 
Week (330 West 42 Street, New York 36, 
N. Y.), July 24, 1954. 25 cents. The over- 
all purpose of the Internal Revenue Code of 
1954, this analysis states, is to strengthen 
private incentive to a point where it will take 
the place of the great economic driving forces 
of the past 20 years: government “pump- 
priming,” war, and inflation. To accomplish 
this, it (1) takes the “first big step” toward a 
revenue system based on the theory that pri- 
vate business can expand fast enough to as- 
sure prosperity; (2) clears away complexities 
and gives the whole tax structure a fresh 
start; and (3) clears the way for the next 
round of revision—based on the same phi- 
losophy. 


DOES A LEASE-BACK SAVE YOU MONEY? By 
Willard J. Sallers. Taxes (214 North Michigan 
Avenue, Chicago 1, Ill.) April, 1954. 60 
cents. In recent years much has been said in 
favor of the sale-and-lease-back method of 
financing as a means of achieving tax economy. 
But its real value depends upon the direction 
of the tax rate, and management should com- 
pare other financing methods before it adopts 
the lease-back—which may prove uneconomi- 
cal under certain circumstances. 
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PENSIONS AND THE CHANGING DOLLAR. By 
Robert E. Sibson. Challenge (32 Broadway, 
New York 4, N. Y.), September, 1954. 20 
cents. As a means of creating retirement funds 
that reflect changes in the cost of living at 
the time workers receive their pension benefits, 
management should consider investing a por- 
tion of the contributions in an open-end mu- 
tual fund. This means of providing a hedge 
against inflation need not entail undue risk, 
the author points out, if investments are 
properly diversified among stable stocks. 


EXECUTIVE EXPENSE ACCOUNTS AND FRINGE 
BENEFITS: A PROBLEM IN MANAGEMENT, 
MORALITY, AND REVENUE. By Seymour Mintz. 
The Journal of Taxation (33 West 42 Street, 
New York 36, N. Y.), June, 1954. $1.25. 
Political, moral, and competitive factors enter 
into the problem of determining whether 
various types of executive expense items are 
“necessary and therefore proper as tax de- 
ductions. The author analyzes the current 
rules and Treasury attitude on both execu- 
tive expense accounts and fringe benefits from 
this standpoint. He also advances some sug: 
gestions for “documenting” legitimate deduc- 
tions so as to protect the company and the 
personal tax position of the executive involved. 
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FIRE PREVENTION: 


A year aco August 12, fire leveled the 
Hydra-Matic transmission plant of Gen- 
eral Motors Corp. at Livonia, Mich.— 
a plant that was rated a model of fire pre- 
vention. 

Ever since, General Motors has been 
operating on the idea that 100 per cent 
safety is not enough. Swiftly and compe- 
tently, over its whole enormous area, the 
world’s biggest auto maker has been mov- 
ing toward what one executive called 
“110 per cent protection.” 

The loss at Livonia was so huge—$35.6 
million book value at the plant, an esti- 
mated $250 million in lost auto produc- 
tion elsewhere—that most business men 
don’t realize what a freak blaze it was. 
Actually, the fire-fighting equipment, the 
training of employees, and the plant itself 
were all as up-to-date as management 
could make them. John J. Cronin, vice 
president in charge of the manufacturing 
staff, describes the freakishness of the 
fire this way: “If GM set out to duplicate 
the sequence of events at Livonia, we 
couldn't accomplish the timing or results 
if we tried 10 times or 100 times. We 
saw the impossible happen.” 

Many of GM’s operations have built- 
in fire hazards. Most of its plants are de- 
pendent on combustible materials to some 
degree. The menace of fire is constant; 
somewhere in the far-flung enterprise a 
blaze breaks out on the average of once 
every two hours. That such fires very 
rarely splash into the news is evidence 
of the excellence of GM's fire precau- 
tions. 

Most of the reports on Livonia under- 
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WHAT GM LEARNED FROM EXPERIENCE 


scored the enormous indirect production 
loss that resulted from putting all the 
automatic transmission eggs in one basket. 
GM's reflex was to give protection pri- 
ority to other plants that were the only 
source of a critical product. There were 
quite a few of them—so many, in fact, 
that the company finally decided to make 
the priority corporation-wide. 

A significant aspect of the revitalized 
fire-prevention policy is the clean bill of 
health given to the mammoth one-story 
assembly plants. After weighing all the 
factors, GM has no qualms about the 
trend toward very large, one-story plants 
with flat roofs. It considers such plants 
ideal for progressive machining and as- 
sembly, and it does not consider a large 
expanse under one roof to be a danger 
in itself. But it does feel that the open 
acreage of such plants should be sub- 
divided by fire-wall barriers. The rule of 
thumb is that no open space should ex- 
ceed 250,000 square feet. Similarly, roofs 
are to be subdivided by fire-break para- 
pets into areas not to exceed 100,000 
square feet. 

Fire walls need not interfere with the 
efficiency of production. Materials will 
continue to flow through protected entry 
ways. Nor will overhead conveyors be 
eliminated; they too can pass through 
protected openings. 

While GM doesn’t intend to alter the 
shape or height of buildings, it is giving a 
lot of consideration to the relocation of 
hazardous operations. Such jobs as paint 
mixing, storage of flammable liquids, and 
acetylene generation are being moved to 
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separate buildings, or at least next to an 
outside wall where they can be isolated 
by fire walls from the rest of the plant. 

Since sufficient water at the right time 
can usually turn the trick, GM is insisting 
that all plants have at least two sources of 
water supply. Secondary sources must 
be capable of meeting any probable de- 
mand. In communities where mains are 
not sufficient, 500,000-gallon reservoirs 
are being erected. Each plant has to main- 
tain an adequate number of standby diesel- 
powered pumps of = 1,500-gallon-per- 
minute capacity. Enough yard hydrants, 
each having not less than 2!4-inch out- 
lets, are to be installed so that two streams 
can be played on any interior part of 
the building that is not protected by 
standpipes. 

In all the plants, any area where parts 
are produced, processed, or assembled is 
being 100 per cent sprinkler-covered, 
except in instances where water might 
cause an explosion or do serious damage 
to major electrical installations. (Only 
about 20 per cent of Livonia was pro- 


tected by automatic sprinklers.) GM is 
tending toward wider use of spray heads 
that shoot water up against deflectors. 

It’s certain that some sort of vent is 
necessary. GM is recommending monitors 
or gravity-type ventilators in its plants 
until a study now in process is completed. 
Officials are not yet ready to say unani- 
mously that any vent now being tested 
meets the most rigid specifications. 

The company is putting a lot of em- 
phasis on mobile fire-fighting carts that 
can bring a whole battery of equipment 
to play on any place. Plants will still have 
a sufficient number of the proper types 
and sizes of extinguishers; the carts are 
just more of the super-protection. 

Temporary buildings used during new 
construction now must be located 50 feet 
away from permanent buildings. No con- 
tractor’s flammable material is to be stored 
within a permanent building. All com- 
bustible debris is to be removed from 
buildings at the end of each workday, 
and non-combustible debris must be re- 
moved at least once a week. 


—Business Week, July 17, 1954, p. 88:3. 


GROUP INSURANCE: A PROGRESS REPORT 


Group insuRANCE is now a part of the 
family protection program of a large 
share of the nation’s families, according 
to a survey by the Life Insurance Associa- 
tion of America of group coverages writ- 
ten by all types of insurance companies— 
life, casualty, and accident and health. 
“The greater part of today’s group in- 
surance has been purchased in the years 
since the end of World War II,” the 
Association said, in commenting on its 
survey results. “The over-all group in- 
surance premiums have more than tripled 
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in these eight years, while premiums for 
the group accident and health coverages 
combined have increased nearly sixfold.” 

The most widely held of the various 
group coverages at the start of this year 
were group hospital expense and group 
surgical expense protection, both of which 
covered nearly 34 million persons. These 
two coverages also showed the greatest 
growth during the past year. 

With 4,400,000 additional persons 
brought under the insurance companies’ 
group surgical expense contracts in 1953, 
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the total covered rose to 33,976,000, un- 
der 71,910 master contracts. 

Group hospital expense insurance with 
the insurance companies saw 4,100,000 
added in 1953. At the start of this year, 
such contracts covered 33,510,000 em- 
ployees and dependents under 69,990 
master contracts. Group medical expense 
insurance increased by 3,615,000, bring- 
ing total coverage to 13,730,000. 

Group major medical expense coverage 
added 510,000 persons in the year and 
covered 1,042,000 at the turn of the 
year, under 650 master contracts. This 
coverage had the most rapid rate of 
growth of all group insurance plans, prac- 
tically doubling in the single year. 

Group accident and health weekly in- 
demnity insurance covered 18,739,000 on 
January 1, under 217,500 master con- 
tracts; and group accidental death and 
dismemberment coverage included 11,- 
834,000, under 57,190 master contracts. 


Group life insurance covered 25,359,- 
000 employees, under 74,450 master con- 
tracts at the start of the year, with an 
additional 711,000 included under de- 
pendent coverage. Group creditor's life 
insurance covered 13,546,000 borrowers 
through 18,520 master policies. Wholesale 
life insurance covered 279,000 employees 
of 30,720 firms. 

Group annuities covered 3,013,000 
persons on January 1, through 3,930 
master contracts—two and one-half times 
the number in 1945, both as to number 
covered and master plans. The eventual 
annual income already set up under these 
group annuities had risen to $913,900,000 
at the start of this year. 

Aggregate premiums paid to insurance 
companies by American workers and em- 
ployers for group coverages of all kinds 
topped $3 billion for the first time in 
1953. This was $420,700,000 over 1952 
and more than $2 billion over 1945. 


—lInsurance Economics Surveys (Insurance Economics Society of America, 176 West Adams 
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Street, Chicago 3, Ill.), August, 1954, p. 1:1. 


Life Insurance in the U. S.—12 Years of Growth 


HOW THE LIFE INSURANCE protection owned by American families has increased 
in the past 12 years is sharply brought out in the wealth of statistics contained 
in the Institute of Life Insurance’s new Life Insurance Fact Book. During these 
years, aggregate life insurance protection rose from roughly $122 billion to more 
than $304 billion at the start of this year, an increase of 149 per cent. The 
number of life insurance companies has grown to 800—a growth of more than 
300 since 1941. 

Every state showed a gain in life insurance ownership; in three (Arizona, New 
Mexico and Florida) the increases were well over 300 per cent. During the 12 
years, the total number of life insurance policyholders increased by 24 million. 

During 1953, American families bought a record $39 billion of new life in- 
surance and increased their aggregate holdings of such protection by more than 
$27 billion, the Fact Book shows. 

A survey reported in the Fact Book shows that last year 79 per cent of all 
United States families owned some type of life insurance; 7 per cent of the in- 
sured families put 10 per cent or more of their disposable income into life 
insurance premiums. In the $5,000 to $7,499 income group, 93 per cent were 
found to be owners of life insurance. Extra-risk life insurance has increased 
sharply, and at the start of last year represented $11 billion in protection for per- 
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sons in impaired health or hazardous occupations, under 4.7 million separate 
policies. The annual flow of benefit payments to policyholders and beneficiaries 
rose to $4.5 billion in 1953, nearly twice the annual payments in 1941. 
Mortgage investments of the life companies have grown from 19.7 per cent of 
the total in 1941 to 29.7 per cent at the start of 1954; the securities of business 
and industry have grown from 31 per cent to 44 per cent; policy loans have 
declined from 8.9 per cent to 3.7 per cent; and U. S. Government securities have 
declined from 20.8 per cent to 12.5 per cent. 
—Weekly Underwriter 7/24/54 


Are “Fringe Benefits’ Desirable in Hospital Contracts? 


VARIED OPINIONS in regard to the desirability of including in group hospitaliza- 
tion contracts the so-called “fringe benefits,” such as polio, dread diseases. diag- 
nostic x-ray and laboratory, comprehensive emergency first aid, out-patient surgery, 
ambulance and quarantine provisions, were expressed at group meetings of the 
recent Health & Accident Underwriters Conference. 

One unfavorable factor is that certain of these benefits may produce a large 
number of small claims which have a disproportionate effect on the administrative 
expense part of the premium dollar, it was noted. In connection with polio 
claims, the companies have found that they are called upon to pay whether or 
not the National Polio Foundation is assuming the expense. As a result, the 
benefits are paid either directly to the insured or by assignment to the Foundation. 

On the other side, some companies hold that certain of these benefits can 
contribute to a greater degree of control over the experience of a group by di- 
minishing such abuses as excessive use of hospital facilities and hospital admis- 
sions for diagnostic purposes only. 

—Employee Benefit Plan Review 7/54 





INSURANCE TERMS “DEFINED” 


Contract: A kind of bridge. 

Mortality Table: A slab in the morgue. 

Limited Payment Life Insurance: Where the insured runs 
out of money before his premiums are all paid up. 

Joint Life: Cafe society. 

Life Expectancy: Death and taxes. 

Family Income Period: Pay day to pay day. 

Lapse: What people get when they sit down. 

Ordinary Life: Unglamorous existence. 

Preferred Life: The other fellow’s. 

Net Interest: Any one for tennis? 

Legal Reserve: Lawyer's caution. 

American Men's Experience Table: A tabulation of wild 
oats. 

Extended Term Insurance: Coverage against a prolonged 
jail sentence. 

Standard Provisions: Meat and potatoes. 

Mortality Curve: An “S” turn in the road. 

Grace Period: Time out for prayers. 











—Personnel Quarterly L.O.M.A. 
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The Life Span: A New High 


AVERAGE LENGTH of life in the United States, based on the experience in 1951, 
has increased to a new high of 68.5 years, which is a gain of about 20 years since 
the turn of the century, statisticians of the Metropolitan Life Insurance Co. 


report. 


The increases have been greatest at the younger ages, and diminish progressively 


with advance in age. 


For example, 11 years have been added to the average fu- 


ture lifetime at age five, compared with a gain of nine years at age 20 and of 
five years at age 40. Even at age 65 the expectation of life has increased by 2.3 


years during the half-century. 


As a result, the average man reaching that age 


can now look forward to 13 additional years of life, and the average woman to 


about 1514 years. 


Although it is unlikely that the improvement in longevity will be as spectacular 
in the future as it has been in the past, “there is little doubt that further progress 
will be made,” the statisticians predict, “and that babies born in the very near 


future may expect to have an average lifetime of ‘three score years and ten. 


any 


—Insurance Advocate 7/17/54 
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RATES, RETENTIONS, AND RESERVES. By C. 
Henry Austin. The National Insurance Buyer 
(Hotel Martinique, 32 Street & Broadway, New 
York 1, N. Y.), June, 1954. Gratis. Designed 
to acquaint insurance managers with the 
fundamentals involved in the writing of three 
basic group coverages—life insurance, hospital- 
ization insurance, and pensions—this article 
discusses rates, retentions, and reserves as 
they apply to these three employee plans, In 
discussing pension plan rates, the author 
examines such basic factors as mortality, in- 
terest, expense, turnover, and future changes 
in salary levels, furnishing suggestions on 
specific problems that may arise. 


HEALTH INSURANCE STARTS IN THE HEART. 
By Ernest Dichter. The Spectator (Chestnut 
and 56th Streets, Philadelphia 39, Penna.), 
September, 1954. 50 cents. Many “unreason- 
able” factors enter into the problems of medi- 
cal and disability coverages today, writes the 
author, who reports here his findings in several 
related studies. Chief among these is the need, 
on the part of both patient and doctor, not 
only for medical coverage but for “psychologi- 
cal’ coverage as well—defined here as com- 
munication, the desire for appreciation, and 
the maintenance of personal dignity under 
the insurance program. 
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THE HISTORY OF FIRE INSURANCE. From the 
files of the Minnesota Fire Underwriters Asso- 
ciation. Northwest Insurance (312 National 
Building, 529 Second Avenue South, Min- 
neapolis, Minn.), June, 1954. $2.00. Some 
interesting sidelights on the long and colorful 
history of fire insurance, from its primitive 
beginnings in the East, and later in the Roman 
Empire, where many of the basic concepts— 
and even the terminology which are still in 
use today—were first developed. 


PROPOSED MAXIMUM SOCIAL SECURITY BENE- 
FIT CANNOT BE ASSURED FOR AVERAGE 
EMPLOYEE. Employee Benefit Plan Review 
(Charles D. Spencer & Associates, Inc., 166 
West Jackson Boulevard, Chicago 4, IIl.) 
July, 1954. 50 cents. When calculating re- 
tirement income in pension planning it has 
been customary to assume that the retired 
employee would receive the maximum social 
security benefit of $85 a month. This maxi- 
mum benefit has now been increased, by more 
than $20 per month, but since the new maxi- 
mum is based on higher average earnings, a 
lesser percentage of those who retire in the 
future will be entitled to receive it. This 
article incorporates a table of hourly earnings 
classifications showing the corresponding social 
security benefits under the new and old laws. 
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WHAT DOES PACKAGING COST? 


IN THE face of packaging’s rapid rise 
as a vital force in American merchandis- 
ing, one fundamental question has long 
gone unanswered: What should pack- 
aging cost? 

The nearest thing to an answer that 
everyone can agree on is necessarily cast 
in such general terms as to be quite mean- 
ingless to the cost accountant. It is simply: 
Packaging should cost whatever is ne- 
cessary to protect the product and to 
sell it. 

Conceding the impossibility of getting 
a reliable formula-answer to this ques- 
tion, the editors of Modern Packaging 
surveyed several hundred leaders in vari- 
ous product fields, to find out what 
packaging does cost. 

In the questionnaire sent to these exec- 
utives, “packaging cost” was to include 
simply (1) the cost of packaging ma- 
terials, (2) the cost of packaging labor, 
and (3) the cost of packaging overhead. 
Each recipient was asked to figure such 
packaging cost, for each of his products, 
as a percentage of factory selling price, 
and to state the average percentage. 

An interesting discovery was the fact 
that answers from many industries— 
particularly those where packaging is 
fairly standardized and uniform—gener- 
ally hit within a quite narrow range. Es- 
timates for baked goods, for example, all 
were around 7 to 8 per cent. Motor oil 
respondents agreed on a range of 30 to 
40 per cent. Meats ran between 5 and 8 
per cent. Stationery was estimated at 20 
per cent; toys, 9.1 per cent; automotive 
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parts, 5 per cent; and hardware, 4 per 
cent. There was little question about the 
liquor industry, where reports had a 
spread of only four-tenths of a point— 
between.5 and 5.4 per cent. Three manu- 
facturers of cutlery agreed exactly on 5 
per cent. 

Since packaging cost is expressed in 
the survey, not in dollars and cents, but 
as a percentage of the total factory selling 
price of the packaged product, figures 
usually appear relatively high for a low- 
cost product and relatively low for a high- 
cost product. 

Inks and adhesives, for example, head 
the list with a packaging-cost percentage 
of 40. A bottle, label and closure for beer 
may cost pretty nearly the same as a 
bottle, label and closure for liquor—but 
the vast difference in cost of the product 
shoves beer’s packaging percentage up 
to 30 and liquor’s down to 5.2. 

The office-machines category is at the 
bottom of the percentage list, with 1.4 
per cent, not because these products use 
cheap packaging, but because the value 
of the individual product often reaches 
several hundred dollars. 

Interesting analogies show up between 
product fields where basic materials, 
processing, and types of packaging used 
are roughly similar. For example, the 
packaging proportion for paints averages 
12.5 per cent and for wax polishes a close 
15 per cent. Foods and candy are, as 
might be expected, fairly close together 
at 24.1 per cent and 21.2 per cent re- 
spectively. 











In addition to requesting one over-all 
packaging-cost percentage, the question- 
naire included provision for a breakdown 
into various product types in cases where 
the packaging-cost percentages might 
vary widely. Thus there was a very wide 
range among products in the drug and 
pharmaceutical field, where obviously 
product cost would run from the very 
high (cortisone, for example) to the 
very low (bicarbonate of soda) and 
packaging would range all the way from 
a simple vial to a sterile one-shot syringe. 
Mentions in this field ranged from a low 
ot 5 per cent to a high of 90 per cent, 
though the average cost was 35.2 per 
cent. A similar range was shown in cos- 
metics and toiletries, where the highest 
packaging figure mentioned was 75 per 
cent, and the lowest 11 per cent, with 
the average at 36.3 per cent. 

Breakdowns as to package sizes, which 
were furnished by some respondents, 
make out an excellent case for the “large, 
economy size.” A distiller, for example, 
figured 5.4 per cent as the average rela- 
tionship of packaging cost to his factory 
selling price (the latter presumably in- 
cluding federal revenue taxes). But he 
pointed out that for quart sizes, his 
packaging-cost percentage was 3.1 per 
cent; for the popular four-fifth quarts, 
3.5 per cent; for pints, 4.5 per cent; for 
half-pints, 6.6 per cent, and for minia- 
tures (1/10 pints), a whopping 30 per 
cent. 

The final question in the survey was: 
“In 1954 do you expect your packaging- 
cost percentage to go up or down?” 

Of those who answered, 35.9 per cent 
expected packaging-cost ratios to go up 
(indicating either more for package or 
less for product, or both); 49 per cent 
expected ratios to go down (indicating 


either more for product or less for pack- 
age, or both); and 15.1 per cent expected 
ratios to remain about the same (indicat- 
ing either no change or a stand-off). 

Most interesting, and perhaps signifi- 
cant, was the near-unanimity of opinion 
within certain product groups as to 
general cost-ratio trends. In the food 
field, all except one respondent predicted 
that the packaging percentage would go 
down or remain steady in 1954, and the 
one who predicted a rise placed it at no 
more than one to two points. Food pack- 
agers who predicted a decline seemed in 
doubt about its extent, with only one 
mentioning a figure—2 percentage points. 

The group most certain that packag- 
ing would bulk larger in its operations 
was the drug and pharmaceutical indus- 
try, where two out of three predicted a 
rise in the ratio of packaging cost to 
selling price. 

Surprisingly enough, the cosmetics 
and toiletries group was quite firm in 
the belief that its investment in packaging 
would be relatively less this year, some 
70 per cent of respondents in this field 
predicting a decline of from 1 to 20 
points. 

The most definite conclusion that can 
be drawn from this study is that packag- 
ing costs are highly relative—relative not 
only to the cost of the product and the 
price obtained for it, but to the degree 
of protection and buyer appeal needed 
to produce satisfactory sales levels. 

Judging from the number who expect 
to increase their packaging-to-product 
cost ratios this year, the historic trend of 
packaging cost is not always lower; there 
are situations, as in the present highly 
competitive market, in which it may pay 
to put more, not less, into packaging. 


—Modern Packaging, Vol. 27, No. 7, p. 125:5. 
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SUITING THE PACKAGE TO THE PRODUCT 


FunctionaL packacinc—the idea of 
suiting the package to the product and 
its use—is not new. However, the quali- 
ties that engineers in the paper and board 
industry are now incorporating into their 
packages are giving the term new 
meaning. 

Building from the inside out—like a 
modern architectural designer—St. Regis 
Pulp & Paper Co. has come up with a 
semi-rigid container that takes its form 
from what it surrounds. 


The principle of this container, which 
is now ready for commercial application 
in packaging family flour, cornmeal and 
related products, can best be seen in the 
family flour units. These units are not 
rigid in themselves, but when tightly 
compressed by automatic equipment into 
a semi-rigid container, they form a 
square-shaped package that will not lose 
its shape when stacked or crumple when 
exposed to humidity. 

Now used for pens, but practical for 
other items small in size in relation to 
their cost, is a new package developed 
by United Board & Carton Corp. This 
package begins life as a rectangular car- 
ton that can be conveniently stacked for 
shipping from the plant. At the point 
of sale, the top is turned back and folded 
into a pyramidal shape that shows a 
dozen pens in an advertising display. A 
small drawer accessible to the merchant 
contains additional pens and refills to re- 
place items as they are sold. 

A package for a doll developed by 
this firm can be converted into a toy 
baby carriage, and a box for candy can 
easily be converted into a log cabin. 

Further evidence of the trend to boxes 


that can be used as toys is seen in the 
perforations on packages for toys (Na- 
tional Container Corp.) that can be cut 
or punched out to form play “scenes” 
for children. 


A recent test showed customer prefer- 
ence for multiple unit packs, as in the 
case of packaged soft drinks assembled 
six to a carton for easy carrying. Beer, 
candies, gum, razor blades, paper towels 
and many other items are now being 
packaged this way, and there seems to 
be no limit to the items that can benefit 
from the multiple packaging technique. 

The increased use of corrugated crates 
for shipping produce is another instance 
of functional packaging. These contain- 
ers are designed to add as little weight 
as possible, while giving complete protec- 
tion to their contents. According to one 
authority, approximately 50 per cent of 
the country’s citrus shipments have been 
packed in such corrugated paper con- 
tainers in the past five years. 


An important factor in the develop- 
ment of many of these containers is the 
ability of paper to act as a carrier for 
chemicals and plastics, which would 
otherwise be too expensive to use. Rote- 
none, sulfur, and other pesticides and 
repellents with which paper can _ be 
treated inhibit the growth of mould and 
fungi, while plastics add wet-strength, 
temperature resistance, and impermeabil- 
ity. Thus reinforced waterproof paper 
can be used instead of conventional can- 
vas to wrap boats for winter storage, and 
a special coating has been incorporated 
into the over-wrap on a package for 
skim milk solids to guard against mois- 
ture transmission. 


—DanieL Lanpa. Journal of Commerce, August 6, 1954, p. 1:2. 
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The Adman’s Role in Packaging 


IMPORTANT RESPONSIBILITY for package design and development rests with adver- 
tising men, according to a study recently completed by the magazine Advertising 
Requirements, in which 264 manufacturers known to be interested in packaging 
and 88 advertising agencies with accounts in that field participated. 

Fifty-three per cent of the replying manufacturers reported that the advertising 
manager or his counterpart is directly responsible for package design and develop- 








ment. 
companies. 


The advertising manager is directly involved in a large number of other 


Package design is regarded as a logical agency function by 87 per cent of the 


agencies responding. 


Other facts disclosed by the study: 


1. In many cases the judgment of advertisers is aided by the use of packaging con- 


sultants. 
the group making the final decision. 


Advertising and merchandising executives almost always are members of 


2. Advertising agencies are accustomed to participate with clients in research 
and study of the best possible materials and processes to be used in packaging and 


labeling. 


not limited to art and copy services. 


The agency contribution includes a broad survey of the subject and is 


3. The actual purchase order for packaging materials is usually issued by the 
purchasing department of the advertiser, but many agencies place orders for ma- 


terials on behalf of their clients. 


—Advertising Age 5/31/54 
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THE SELF-SELECTION DEPARTMENT STORE. Mod- 
ern Packaging (575 Madison Avenue, New 
York 22, N. Y.), May, 1954. 75 cents. The 
basic selling concept of the supermarket is 
spreading like wildfire to department stores, 
with the result that tremendous quantities of 
goods sold through department stores will have 
to be packaged in transparent film. This and 
other implications for consumer packaging are 
examined here. 


PACKAGING IS MORE THAN SKIN DEEP. Flow 
(1240 Ontario Street, Cleveland 13, Ohio), 
April, 1954. 30 cents. Based on the thesis 
that packaging involves much more than the 
design and construction of an attractive unit, 
these three articles show how the packaging 
function is intimately related to materials 
handling. The first article illustrates the im- 
portance of good handling in getting a prod- 
uct into its package; the second shows how 
good package design, in turn, permits more 
efficient handling; and the third discusses the 
protection a good package must provide. Case 
histories, illustrations, and diagrams appear in 
all three articles. 
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PACKAGE PROBLEMS VARY WITH COMMON 
CARRIERS. Good Packaging (210 Mississippi 
Street, San Francisco, Calif.), June, 1954. 35 
cents. Representatives of four types of com- 
mon carrier—rail, water, highway, and air— 
here discuss the products which in their ex- 
perience are responsible for the largest number 
of damage claims, the role packaging plays in 
this loss picture, and what they are doing as 
carriers to make manufacturers more conscious 
of the need to minimize damage in transit. 


ARE MILITARY PACKAGING STANDARDS WAST- 
ING MONEY? Flow (1240 Ontario Street, 
Cleveland 13, Ohio), May, 1954. 30 cents. 
A basic principle of packaging is “don’t over- 
pack.” With this in mind, many have ques- 
tioned whether military packaging standards 
are not needlessly stringent. The author 
explains the reasons behind the seemingly 
too-rigid government specifications for various 
types of packaging—some of which suggest 
that packagers of commercial products might 
save more in the long run if they spent more 
on better packaging and packing. 


The Management Review 





AMA 
FALL INSURANCE CONFERENCE 


NOVEMBER 10-12, 1954 + PALMER HOUSE + CHICAGO 





To keep pace with change and anticipate future conditions is the insurance 
manager's first responsibility. And things are changing in the insurance field! 


New laws, new forms of coverage, new problems demand flexible thinking 
—varied approaches. And expert analysis. That’s why insurance executives all 
over the country are making plans now to attend the AMA Fall Insurance Con- 
ference. Here, top authorities will examine important new developments in the 
field. Experience with many types of policies will be compared. Emphasis will 
be on the practical, day-to-day problems that are certain to confront insurance 
buyers in the months ahead. 


Here'are some of the tonics te be discussed: 


How the New Tax Law Affects Insurance Administration 


Major Medical Expense Brought Up to Date 


Workmen's Compensation: The New Policy Form; Measuring 
Different Rating Plan Methods; Self-Insurance Standards 


Adjusting a Business Interruption Loss: A Case Study 

The Great Movement in Social Insurance 

How Revisions in Social Security Influence Retirement Programs 
Industry's Experience with Product Liability 


The Atom and Industry: Its Implications for Insurance Management 


PROFIT FROM THE IDEAS OF EXPERTS—REGISTER TODAY! 


AMERICAN MANAGEMENT ASSOCIATION 
330 West 42nd Street New York 36, N. Y. 
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BOARD OF DIRECTORS 
AMERICAN MANAGEMENT ASSOCIATION, INC. 


1954-1955 


OFFICERS 


Chairman of the Board—Jonn M. Hancock, Partner, Lehman Bros., New York, N. Y. 
Chairman of the Executive Committee—Dox G. MITCHELL, Chairman of the Board, Sylvania Electric 


Products, Inc., New York, 
Treasurer—James L. Mappen,* Second Vice President, Metropolitan Life Insurance Company, New York, 
2 


President —LawRENCE A. APPLEY 
Administrative Vice President and Secretary—James O. RICE 


Vice Presidents in Charge of Divisions 


General Management—A. A. StamBaucn, Chairman of the Board, The Standard Oil Company (Ohio), 
Cleveland, Ohio : E : ‘ : 
Manufacturing—J. Keitn Lovupen,* Vice President and Assistant to the President, York Corporation, 

fork, Penna. 
Marketing—Wayne J. Hotman, Jr.,* President, Chicopee Mills, Inc., New York, N. Y. 
Insurance -HENRY Anperson, Jnsurance Manager, American Broadcasting Paramount Theatres, Inc., New 
York, N 
Personnel—FREvERicK G. Arxtnson, Vice President for Personnel, R. H. Macy & Co., Inc., New York, 
Finance—Gorvon G. Hort, Executive Vice President, Stromberg-Carlson Company, ogg woe oa 8 
Packaging—W. L. Romney, Technical Director of Packaging, The Procter & Gamble Company, Cincinnati, 


Ohio 
Office Mapagement-Henaax Knauss, Planning Director, Mutual Life Insurance Company of New York, 
New Yor 


Past Chairman of the Board 


W. L. Bart, Director, SKF Industries, Inc., Philadelphia, Penna. 


> 9 Presidents 
©: Cuinc, Consultant, Washington, D 


Ww. ‘ enaen. Vice President, The Pocttable Life Assurance Society of the United States, New York, 


DIRECTORS 
Term Ending 1955 


Jonn E. Basstti,* President, American Enka Corporation, New York, N. Y. 

Crartes A. Bresxin, President, Breskin Publications, New York, N. ¥. 

Wiiiiam G. Capres, Vice President in Charge of Human Relations, Inland Steel Company, Chicago, IIl. 
Ricuarp H. DeMort, President, SKF Industries, Inc., Philadel hia, Penna. 

ArtTuur §S. FLEMMING, President, Ohio Wesleyan University, Delaware, Ohio 

Grenvitte R. Horpen,* President, F. C. Huyck & Sons, Rensselaer, N. Y. 

Harvey P. Hoop, President, H. P. Hood & Sons, Boston, Mass. 

Eimer Linpsetu, President Cleveland Electric Illuminating Co., Cleveland, Ohio 

Ronert L. MINCKLER, President, General Petroleum Corporation, home Angeles, Calif. 

Croup Wamp er, President, Carrier Corporation, Syracuse, N. 


Term Ending 1956 


S. M. Fintayson, President, Canadian Marconi Company, Montreal, Canada 

oserH M. FRIEDLANDER,* Chairman of the Finance Committee, Tewel Tea Company, Inc., Chicago, IIl. 

. Hucu Jackson, Dean, Graduate School of paseo, Stanford University, Stanford, Calif. 

pGAR Kopak, Business Consultant, New York, N 

H. N. Mattoy, President, Dresser Industries, Inc., Dailas, Tex. 

A. L. Nicxerson, Vice President and Director in Charge of Foreign Trade, Socony-Vacuum Oil Company, 
Inc., New York, ee 

Pau: H. + ae Manager, Insurance Department, The Youngstown Sheet and Tube Company, Youngs- 
town, io 

Hoyt P. Sreere, Vice President, Benjamin Electric Manufacturing Company, Des Plaines, IIl. 

K. B. Witiett, Vice President, Hardware Mutuals, Stevens Point, isc. 

James D. Wise, President, Bigelow- Sanford Carpet Company, Inc., New York, N. Y. 


Term Ending 1957 


. L. Atwoop, President, North American Aviation, Inc., Los Angeles, ue. 

Marvin Bower, Managing Partner, McKinsey & Company, New York, N. 

H. E. Cures, Jr., President, The Western Company, Midland, Tex. 

H. F. Duwnwnine, Vice President, Scott Paper ae i Chester, Penna. 

Joun D. Gray,* President, Wallachs, Inc., New York, =< 

Water G. Kocn, President, International Steel Co. , Ind. 

Enpicott R. Lovett, President, Calumet & Hecla, Inc., Chicago, Ill. 

Keitn S. McHvcu,* President, New York Telephone Company, New York, N. Y. 

Cuartes H. Percy, President, Bell & Howell Com any, Chicago, 

Gump Roacu, President, Columbia Geneva Steel ivision, United States Steel Corp., San Francisco, 
alif. 


* Member of Executive Committee 
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